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See Table of Additional Registrants Below

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant
was required 1o file such reports). and (2) has been subject to such filing requirements for the past 90 days.
Yes ® Ne [ :

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation $-K is not contained
herein, and will not be contained, 1o the best knowledge of Intemational Specialty Products Inc., in definitive proxy
or information statements incorporated by reference in Part ITl of this Form 10-K or any amendment to this
Form 10-K. & '

As of March 15, 1995, 99,498,646 shares of common stock of International Specialty Products Inc. were out-
standing. The aggregate market value of the voting stock held by non-affiliates of International Specialty Products
Inc. as of March 15, 1995 was $129,454 6(7. The aggregate market value was computed by reference to the closing
price on the New York Stock Exchange of Common Stock of Intemational Specialty Products Inc. on such date
($674). For purposes of this computation, voting stock held by officers and directors of all of the registrants and GAF
Chermicals Corporation, an affiliate of International Specialty Products Inc., has been excluded. Such exclusion is not
intended, and shall not be deemed. to be an admission that such officers and directors are affiliates of International
Specialty Products Inc.

As of March 15, 1995, ISP Chemicals Inc. and ISP Technologies Inc. each had 10 shares of common stock
outstanding. No shares are held by non-affiliates.

Asof March 15, 1995, each of the additional registrants had the number of shares outstanding which is shown on
the 1able below. No shares are held by non-affiliates.
DOCUMENTS INCORPORATED BY REFERENCE

1. The Annual Report to Stockholders of International Specialty Products Inc. for the year ended December
31. 1994 is incorporated by reference in Part 11, ltems 5,6, 7 and 8.

2. The Proxy Statement for the 1995 Annual Meeting of Stockholders of International Specialty Products Inc.

to be filed within 120 days after the Registrants® fiscal year end (the *‘Proxy Statement””) is incorporated by reference
in Part I11, rems 10, 11, 12 and 13.
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PART I

Item t. General

International Specialty Products Inc. (“1SP™) is a leading multinational manufacturer of specialty chemical
products. including specialty derivative chemicals, mineral products, filter products, and advanced materials.

ISP, incorporated in Delaware in 1991, operates its business exclusively through 18 domestic subsidiaries.
27 international subsidiaries and a joint venture with Hiils Aktiengesellschafi, a Germarni corporation (“Hiils™). in
which ISP has a 50% interest and which operates under the name GAF-Hiils Chemie GmbH (“GAF-Hiils™). ISP
acquired these subsidiaries and its interest in GAF-Hiils from an affiliate, GAF Chemicals Corporation (“*GCC™).in
May 1991 in a stock acquisition (the **Stock Acquisition™) or created such subsidiarics after the Stock Acquisition.
Except as the conlext otherwise requires, “ ISP refers to International Specialty Products Inc. and its subsidiarics and
their predecessors.

In July 1991, ISP completed an initial public offering of 19,388,646 shares. or approximately 19%. of its com-
mon stock {the “Initial Public Offering™). Subsequent to the Initial Public Offering, ISP has been an 81%-owned
subsidiary of GCC.GCC is a wholly-owned subsidiary of G Industries Corp. (G Industries™). G Industries is 4 hold-
ing company which also owns, directly or indirecily, all of the issued and outstanding stock of Building Materials
Corporation of America (' BMCA™ ) and 100% of the capital stock of GAF Broadcasting Company Inc. (**Broadcast-
ing™). G Industries is a wholly-owned subsidiary of G-I Holdings Inc. (" G-Holdings™). G-1 Holdings is a wholly-
owned subsidiary of GAF Corporation (“GAF ). ISP is indirectly controlled by Samuel J. Heyman, Chainnan of the
Bouard of Directors and Chief Executive Officer of ISP and GAF.

ISP Chemicals Inc. (ISP Chemicals™), ISP Technologies Inc. (ISP Technologies™ ) and the additional regis-
trants are consolidated subsidiaries of ISP and, together with ISP Van Dyk Inc.. ISP Fine Chemicals Inc. and ISP New-
ark Inc.. constitute all of the domestic subsidiaries of ISP. ISP Chemicals was incorporated in Delaware in 1987 under
the name Nordenham Inc. ISP Technologies was incorporated in Delaware in 1991 under the name ISP 6 Corp.

The address and telephone number for the principal executive offices of ISP are: 818 Washington Street,
Wilmington, Delaware 1980 ; (302) 429-8554 or (800) 526-5315, The address and telephone number for the princi-
pa! executive offices of ISP Chemicals are: Route 95 Industrial Area. P. O, Box 37, Calvert City. Kentucky 42029;
(502} 395-4165. The address and telephone number for the principal executive offices of ISP Technologies are: State
Highway 146 and Industrial Road, Texas City. Texas 77590 (409) 945-3411.

Financial information conceming 1SP’s industry segments and foreign and domestic operations required by
tem 1 is included in Notes 11 and 12 1o the Consolidated Financial Statements contained in 1SP’s Annual Report to
Stockhoiders for the year ended December 31, 1994 (the “ Annual Report™) and is incorporated by reference herein.

Specialty Derivative Chemicals

Products and Markets.  1SP manufactures more than 300 specialty derivative chemicals having nomerous
applications in consumer and industrial products. ISP yses proprietary technology to convert various raw materials,
through a chain of one or more processing steps. into increasingly complex and higher value added denivatives o meet
specific customer requirements. More than 200 of 1SP's specialty derivatuve chemical products are derived from
acelylene, including intermediates, solvents, vinyl ethers and polymers, and sales of these products represent the
majority of ISP’s specialty chemical sales.

ISP’s specialty derivative chemicals consist of nine main groups of products: vinyl ether polymers. polyvinyl
pymrolidone polymers and copolymers, solvents, intermediates, specialty preservatives, sunscreens, emollients,
pearlescent pigments and fine chemicals,

Vinyl ether polymers are used in cosmetics and personal care products and pharmaceutical and health-related

products. primarily in hair care and dental care products. Vinyl ether monomers and oligomers are used in coatings
and inks for both consumer and industrial products.
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Polyvinyl pyrrolidone polymers and copolymers are used primarily in cosmetics and personal care products,
pharmaceuticat and health-related products and food and beverages and detergent formulations, such as drug and
vitamin tablet binders and disintegrants; clarifiers and chill-hazing elimination agents for beer, wine and fruit juices:
microbiocidal products for human and veterinary applications; hair care products such as hair sprays, mousses, condi-
Goners, gels and glazes; ingredients in water-resistant mascara, sunscreen and lipstick: film-formers in polishes for
consumer and industrial applications and a dispersant in agricultural chemical formulations.

Solvents are sold to customers for use in agricultural chemicals, pharmaceuticals, lithography, wire enamel
production, adhesives, plastics, electronic microcopies and integrated circuits, lubricating oil extraction and gas
purification applications. ISP’s family of solvents includes, among others, N-methyl pyrrolidone, butyrolactone and
tetrahydrofuran, certain of which are used by ISP as raw materials in the manufacture of polymers.

Intermediates are manufactured primarily for use by ISP as raw materials in manufacturing sotvents and poly-
mers. Some intermediates are also sold to customers for use in the manufacture of engineering plastics and elasto-
mers, agricultural chemicals. oil production auxiliaries and other products. Butanediol, an intermediate produced by
ISP, is an essential raw material in the manufacture of polybutylene ferephthalate thermoplastic resins and polyure-
thane elastomers, which are used in the automotive, electronics and appliance industries.

Specialty preservatives are proprietary products that are marketed worldwide to the cosmetics and personal care
indusiries. ISP sells a number of preservative products, including Germall® 115, Germall® 11, Germaben® II,
Germaben® H-E, Suttocide® A and LiquaPar® Oil. Uses include baby preparations, eye makeup, facial makeup,
after-shave and nail, bath, hair and skin preparations.

ISP Van Dyk Inc, produces three multifunctional specialty chemical product lines which ISP markets to the cos-
metics and personal care industries—ulraviolet light absorber chemicals, the principal active ingredients in sun-
screens; peariescent pigments, which provide the pearly or lustrous color in lipsticks, eye shadows and other cosmet-
ics; and emollients and emulsifiers, which are used as moisturizing and softening agents in a variety of creams and
lotions, hair care products and other cosmetics. ISP Van Dyk Inc.’s Escalol®, Pearl Glo® and Ceraphyl® trademarks
are widely recognized for their respective sunscreen, pigment and emaollient properties.

ISP Fine Chemicals Inc. produces a broad range of pharmaceutical intermediates, biologicat buffers and phero-
mones and several bulk active pharmacenticals which serve the pharmaceutical, biotechnology, agricultural and
chemical process industries. Fine chemicals are extremely specialized products, made in small quantities, which
hecause of their complexity are priced at several hundred to several thousand dollars per pound. ISP Fine Chemicals

Inc. also provides a custom manufacturing capability serving the pharmaceutical, biotechnology, agricultural and
chemical process industries,

Marketing and Sales. ISP markets its specialty derivative chemicals through a worldwide marketing and sales
force, consisting of approximately 200 employees, typically chemists or chemical engineers, who work closely with
ISP’s customers to familiarize themselves with their customers’ products, manufacturing processes and markets. ISP
conducts its marketing and domestic sales from ISP’s headquarters in Wayne, New Jersey and regional offices strate-
gically located thronghout the United States.

international Operations. 18P markets all of its specialty derivative chemicals worldwide. ISP conducts its
international operations through 27 subsidiaries and 40 sales offices located in Western and Eastern Europe, Canada,

Latn America and the Asia-Pacific region. Services of local distributors are also used to reach markets that might
otherwise be unavailable to ISP.

ISP had a significant portion of its international sales in 1994 in countries in Western Europe and Japan which are
subject to currency exchange rate fiuctuation risks. For a discussion of the Company’s policy to manage these risks,
see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Financial Condition™. Other countries in which ISP has sales are subject to additional risks, including high rates of
inflation, exchange controls, government expropriation, and general instability.

Intemnational net sales in 1994 of ISP’s speciajty derivative chemicals, excluding sales by GAF-Hiils, were
approximately 45% of ISP’s total 1994 sales. GAF-Hiils, a joint venture in which ISP holds a 50% interest, produces
certain intermediates and solvents. The GAF-Hiils plant is located in Marl, Germany.

2
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Ruw Materials.  The principal raw materials used in the manufacture of specialty derivative chemicals are acet-
ylene, methanol and methylamine. Most of these raw materials are oblained from outside sources pursuant to long-
term supply agrecments. Acetylene, a significant raw material used in the production of most specialty derivative
chemicals, is obtained by ISP for domestic use from two unaffiliated suppliers pursuant tolong-term supply contracts.
AtISP s Texas City and Seadrift, Texas plants, acetylene is supplied via pipeline by a neighboring large multinational
company thal generates this raw material as a by-product from ethylene manufacture. AtISP’s Calvert City. Kentucky
tacility, acetylene is supplied via pipeline by aneighboring company that generates it from calcium carbide. The acet-
ylenc utilized by GAF-Hiils is produced by Hiils, using a proprietary electric arc process, sourced from various hydro-
carbon feedstocks. ISP believes that this diversity of supply sources. using a number of production technologies (eth-
ylene by-product, calcium carbide and the electric arc), provides the Company with areliable supply of acetylene, In
the event of a substantial interruption in the supply of acetylene from current spurces, no assurances can he made that
ISP would be able (o obtain as much acetylene from other sources us would be necessary to meet its supply require-
ments. ISP has a long-standing agreement with GAF-Hiils to import butanediol into the United States for use as a
feedstock for the production of ISP's solvents and polymers. ISP has not experienced an interruption of its acetylene
supply that has had a material adverse effect on its sales of speciatty derivative chemicals.

With regard to raw materials other than acetylene, ISP believes that in the event of a supply imerruption it could
obtain adequate supplies from alternate sources. Raw materials derived from petreleum or natural gas are used in
many ol ISP’s manufacturing processes and. consequently, the price and availability of petroleum and natural gas
could be material to ISP's operations. During 1994, crude oil and natural gas supplies and prices remained constant,
with some seasonal and weather related variations, while world methanol supplies became tight due to increased
demand in the MTBE market and several unplanned outages by producers, causing prices in the United States to more
than triple. Nevertheless. ISP was able to obtain adequate supplies of methanol and foresees no future difficunlty with
respect to methanot supplies.

Mineral Products

Products and Markeis. ISP manufactures mineral products consisting of ceramic colored roofing granules,
which are produced from rock deposits that are mined and crushed at ISP’s quarries and colored using a proprietary
ceramic chemical coating process. ISP's mineral roofing granules are sold primarily to the North American roofing
industry for use in the manufacture of asphalt roofing shingles, for which they provide weather resistance, decorative
coloring, heat deflection and increased weight. ISP is the second largest of only two major suppliers of colored roof-
ing granules in North America. ISP also markets granule by-products for use in the construction and maintenance of
fast dry, clay-like tennis courts.

ISP estimates that approximately 80% of the asphalt shingles currently produced by the roofing industry are sold
forthe reroofing/replacement market, in which demand is driven not by the pace of new home construction but by the
needs of homeowners to replace existing roofs. Homeowners generally replace their roofs either because they are
worn, thereby creating concerns as to weather-tightness. or because of the homeowners” desire to upgrade the appear-
ance of their homes. ISP estimates that the balance of the roofing industry s asphalt shingle production historically has
heen sold primarily for use in new housing construction. Sales of ISP’s colored mineral granules have benefitted from
awend loward the increased use of heavyweight, three-dimensional laminated roofing shingles. which results in bath
functional and agsthetic improvements which require, on average, approximaiely 60% more granules than traditional
three-tab, ightweight roofing shingles.

BMCA purchases 100% of its colored roofing granule requirements from ISP (except for the requiremens of its
California roofing plant which are supplied by a third party). These purchases constituted approximately one-half of
ISP’s mineral products net sales in 1994, Through December 31, 1993, sales to GAF Building Materials Corporation,
which formerly operated BMCA’s business, were made under a requirements contract which expired on that date.
Since that time, BMCA continued to purchase from ISP such requirements and, effective as of January 1, 1995,
BMCA and ISP renewed that agreement for one year, subject to annual renewal unless ierminated by BMCA or ISP,

Raw Materiuls. ISP owns rock deposits that have specific performance characteristics, including weather-

ability, the ability to reflect UV light, abrasion-resistance, non-staining characteristics and the ability to hold pig-
ments. ISP owns three quarries. each with proven reserves, based on current production kevels, of more than 20 years.

3
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Filter Products and Advanced Materials

1SP manufactures and sells filter products, consisting of pressure filter vessels. filter bags and filter systems. and
sells cartridges and cartridge housings. These filter products are designed for the treatment of process liquids. with the
paint, automotive, chemical, pharmaceutical, petroleum and food and beverage industries accounting for approxi-
mately 85% of ISP’s 1994 net sales of filier products.

ISP manufactures pressure filter vessels at manufacturing facilities in Brazil and Canada, which serve both local
and international markets. ISP aiso manufactures filter bags in Belgium, Canada, Singapore, Brazil and the United
States and supplies filter products worldwide through its subsidiaries. sales offices and distributors.

ISP manufactures a variety of advanced materials, including high-purity carbonyl iron powders. sold under
ISP’s trademark Micropowder®, used in a variety of advanced technology applications for the aerospace and defense.
electronics, powder metallurgy, pharmaceutical and food industries. Using proprietary technology, ISP manufactures
more than 50 different grades of Micropowder® iron, one of which is sold under the trademark Ferronyl®, for use as a
vitamin supplement.

The primary markets for ISP's Micropowder® are the domestic defense industry, which employs these products
in a variety of coating systems and molded panels for stealth purposes in aircraft and naval ships, and the emerging
metal injection molding segment of the powder metallurgy industry. ISP is the sole domestic manufacturer of
carbonyl iron powders.

ISP manufactures a line of processless, electronically imaged film products, including RAD-SURE®, whichisa
radiation sensitive film strip affixed to blood bags to indicate whether or not they have been properly irradiated.

Competition

ISP believes that it is either the first or second largest seller worldwide of most of its specialty derivative chemi-
cals other than butanediol and tetrahydrofuran. Butanediol, which ISP produces primarily for use as araw material, is
also manufactured by a limited number of companies in the United States, Germany, Japan and Korea, Tetrahydrofu-
ran is manufactured by a number of companies throughout the world. While there are companies, other than ISP and
its principal competitor, that manufacture a limited number of ISP’s other specialty derivative chemicals, the market
position of these companies is much smaller than that of ISP (other than as to solvents and intermediates, with respect
1o which there is a significant third competitor). In addition to ISP’s competition as noted above, there are other com-
panies that produce substitutable products for a number of ISP's specialty derivative chemicals. These companies
compete with ISP in the personal care, pharmicentical, beverage, preservative and industrial markets and have the
effect of limiting ISP’s market penetration and pricing flexibility.

With regard to its mineral products, ISP has only one major and one smaller competitor and believes that com-
pettion has been Llimited by: (i) the substantial capiial expenditures associated with the construction of new mineral
processing and coloring plants and the acquisition of suitable rock reserves; (ii) the limited availability of proven rock
sources: (iii) the complexity associated with the engineering, design and construction of a mineral processing and
coloring plant, together with the technical know-how required 1o operate such a plant; (iv} the need to obtain, prior to
commencing operations, reliable data over a substantial period of time regarding the weathering of granules in order
to assure the quality and durability of the product: and (v) the difficulty in obtaining the necessary permits to mine and
operate a quarry.

With respect to filter products, ISP competes with a number of companies worldwide. With respect to advanced

materials, ISP is the sole domestic manufacturer of carbonyl iron powders and one of only two manufacturers
worldwide.

Research and Development

1SP’s worldwide research and development expenditures were $20.3 million in 1994 and $21.2 million in 1993,

ISP’s research and development department, consisting of approximately 200 persons dedicated principally o
specialty derivative chemicals, is located primarily at ISP’s worldwide technical center and laboratories in Wayne,

4
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New Jersey und at additonal research and development laboratories in Calvert City, Kentucky. Texas City. Texas,
Chatham. New Jersey. Belleville. New Jersey, Columbus, Ohio, the United Kingdom, Germany and Singapore. ISP's
mineral products research and development facility, together with its customer design and color center, is located at
Hagerstown, Maryland.

Patents and Trademarks

ISP owns approximately 406 domestic and 151 foreign patents and owns or licenses approximately 73 domestic
and 716 foreign trademark registrations related to the business of ISP. ISP does not believe that any single patent,
patent application or trademark is material to ISP"s business or operations and believes that the duration of its existing
patents and patent licenses is satisfactory.

Environmental Services

1SP has received condition:l site designation from the New Jersey Hazardous Waste Facilities Siting Commis-
sion for the construction of a hazardons waste treatinent, storage and disposal facility avits Linden, New Jersey prop-
enty. which designation has been appealed to the Courts by the City of Linden. ISP estimates that the cost of construct-
ing the facility will be approximately $ 100 million and. if approved. the facility is anticipated to be in operatuon three
years after commencement of construction, ISP anticipates utilizing intemally generated cash andfor seeking project
or other independent financing therefor.

Environmental Compliance

Since 1970, a wide variety of federal, state and local environmental laws and regulations relating toenvironmen-
tal matters (the “Regulations™™) have been adopted and amended. By reason of the nature of the operations of ISP and
its predecessor and centain of the substances that are. or have been used, produced or discharged by their plants or al
other locations, ISP is affected by the Regulations. ISP has made capital expenditres of less than $3.7 million in each
of the last three years in order to comply with the Regulations (which expenditures are included in additions 1o prop-
erty. plant and equipment), and anticipates that aggregate capital expenditures relating 1o environmental compliance
in 1995 and 1996 will be at approximately the same annual levels of the prior three years.

The Regulations deal with air and water emissions or discharges into the environment, as well as the generation,
storage. treatment, transponrtation and disposal of solid wasie. and the remediation of any releases of hazardous sub-
stances to the environment. ISP believes thac its manufactaring facilities comply in all material respects with applica-
ble Regulations. and, while it cannot predict whether more burdensome requirements will be adopted in the future, it
heleves that any potential liability for compliance with the Regulations will not materially affect its business,
liquidity or financid position.

Employees

At December 31, 1994, ISP employed approximately 2.400 people worldwide. As of December 31, 1994,
approximately 690 employees in the United States and Canada were subject 10 seven union contracts, which are effec-

tive in most cases for between wo and four-year periods. During 1994, two labor coniracts expired and were
rencgatiated.

1SP has in effect various benefit plans, which include a non-qualified retirement plan for a group of executives, a
capital accumulation plan for its salaried and certain hourly employees, a flexible benefit plan for its salaried
employees. aretirement plan for certain of its hourly employees, and group insurance agreements providing life . acci-
dental death, disability, hospital, surgical, medical and dental coverage. In addition, ISP has contracted with various
heatth maintenance organizations to provide medical benefits. ISP and, in many cases, its employees contribute to the
cost of these plans.

Item 2, Properties
The corporate headguarters and principal rescarch and development laboratories of ISP are Iocated at a 100-acre

campus-like, office and research park owned by a subsidiary of ISP at 1361 Alps Road, Wayne, New Jersey 07470,
The premises are subject to a first morgage.
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The principal domestic and foreign real properties either owned by, or leased to, ISP are described below, .Unlz_ess
otherwise indicated, the properties are owned in fee. In addition to the principal facilities listed below, ISP maintiins
sales offices and warehouses in the United States and abroad, substantially all of which are in leased premises under

relatively short-term leases,

Location Facility
DOMESTIC
Alabama
Humsville ............... Plant*
Kentucky
CalvenCity ............. Plant
Maryland
Hagerstown ............. Research Center,
Design Center, Sales Office
Missouri
Annapolis .............. Plant, Quarry
New Jersey
Belleville ............... Planm, Sales Office,
Research Center, Warehouse*
Bridgewater ............. Sales Office
Chatham ... ............. Plant, Sales Office,
Research Center, Warehouse*
Wayne.................. Headquarters, Corporate
Administrative Offices,
Research Center
Ohio
Columbus ............... Plant, Sales Office
Pennsylvania
Blue Ridge Summit .. ..... Plant, Quarry
Tennessee
Memphis ............... Plant*, Warehouse*,
Distribution Center*
Texas
Seadiift . _............... Plant
TexasCity .............. Plant
Wisconsin
Pembine _............... Plant, Quarry
INTERNATIONAL
Belgium
Sint-Niklaas ............. Plant, Sales Office,
Distribution Center
* Leased Property

Product Line

Advanced Materials
Specialty Derivative Chemicals

Mineral Products

Mineral Products

Specialty Derivative Chemicals

Specialty Derivative Chemicals
Specialty Derivative Chemicals

Specialty Derivative Chemicals,
Filter Products and Advanced
Materials

Specialty Derivative Chemicals
Mineral Products

Filter Products
Specialty Derivative Chemicals
Specialty Derivative Chemicals

Mineral Products

Specialty Derivative Chemicals
and Filter Products
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Location Facllity Product Line

INTERNATIONAL—(Continued)
BmZil 3 - - 3
SaoPaulo ............... Plant*, Sales Office*, : Specialty Derivative Chemicals
Distribution Center* and Filter Products
Canada ' o .
Mississanga, Ontario ... ... Plant*, Sales Office*, Specialty Derivative Chemicals
Distribution Center* and Filter Products
Oakville, Ontario ......... Plant* Filter Products
Great Britain ‘
Guildford ............-.. Furopean Headquarters®, Specialty Derivative Chemicals
Research Center*
Singapore
Southpoint . ............. Plant*, Sales Office*, Specialty Derivative Chemicals
Distribution Center*, Asia and Filter Products
Pacific Headquarters*, Warchouse™
Affiliate:
GAF-Hiils Chemie GmbH
Marl. Germany . .......... Plant, Sales Office Specialty Derivative Chemicals
* Leased Property

ISP believes that its plants and facilities, which are of varying ages and are of different construction types, have
been satisfactorily maintained, are in good condition, are suitable for their respective operations and generally pro-
vide sufficient capacity to meet production requirements. Each plant has adequate transportation facilities for both
raw materials and finished products. In 1994, ISP invested $31.1 million in capital expenditures relating to plant,
property and equipment.

Item 3. Legal Proceedings

Environmental Litigation

ISP, together with other companies, is a party to a variety of administrative proceedings and lawsuits involving
environmental matiers (“Environmental Claims™) under the Comprehensive Environmental Response Compensa-
tion and Liability Act (“CERCLA") and similar state laws, in which recovery is sought for the cost of cleanup of
conlaminated sites, a number of which are in the earty Siages or have been dormant for protracted periods.

Atmost sites, ISP anticipates that Liability will be apportioned among the companies found to be responsible for
the presence of hazardous substances at the site, Aithough it is difficult to predict the ultimate resolution of these
ctaims, based on ISP’s evaluation of the financial responsibility of the parties involved and their insurers, relevant
legal issues and cost sharing arrangements now in place, ISP estimates that its liability in respect of all Environmental
Claims, as of December 31, 1994, will be approximatety $19.5 million. After a reduction for anticipated insurance
recoveries {discussed below) of $7 miliion, ISP estimates that its net liability will be approximately $12.5 million. In
the opinion of management, the resolution of such matters should not be material to the business, liquidity or financial
position of ISP. However, adverse decisions or events, particulariy as 1o the merits of ISP’s factual and legal defenses
to liability and the financial responsibility of the other parties involved at each site, could cause ISP w increase its

estimate of its liability in respect of such matters. It is not currently possible to estimate the amount or range of any
additional liability.

After considering the relevant legal issues and other pertinent factors, ISP believes that it is probable that it will
receive the anticipated insurance recoveries and it may receive insurance recoveries substantially in excess of the
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amounts described above. ISP helieves it is entitled (o substantially full defense and indemnity under its insurance
policies for most Environmental Claims, although ISP’s insurers have not affirmed a legal obligation under the poli-
cies to provide indemnity for such claims. On March 8, 1995, GAF commenced an action on behail of its subsidiaries
in the United States District Court for the District of New Jersey seeking adeclaration of the obligations of the insurers
under the policies and damages for certain costs of defense and indemnity in connection with the Environmenta
Claims. While ISP believes in the merits of the case, there can be no assurance that ISP will prevail in its efforts to
obtain the anticipated insurance recoveries.

In June 1989, ISP entered into a Consent Order with the New Jersey Department of Environmental Protection
{NJDEP) requiring the development of a remediation plan for its closed Linden, New Jersey plant and the mainte-
nance of financial assurances (currently $7.5 million) to guarantec ISP’s performance. Tn April 1993, NIDEP issued
orders which require the prevention of discharge of contaminated groundwater and stormwater from the site and the
elimination of other potential exposure concerns. ISP believes, although there can be no assurance, that, taking into
account plans for development of the site. it can comply with the NTDEP order at a cost of no more than $7.5 million
(in connection with which ISP anticipates insurance recoveries of approximately $5 million). See Item 1.
“—Environmental Services™.

Pursuant to a Consent Order between the United States Environmental Protection Agency (the ' EPA™)and over
100} potenally responsible parties, including ISP, such parties have agreed to participate in the remediation of acon-
taminated waste disposal site in Carlstadi, New Jersey. The EPA is evaluating final remedies for the site. Total cleanup
costs are unknown but ISP estimates. based on information currently available to it, that the insurance proceeds
described above will cover a substantial portion of ISP's share of such costs.

The following is a list of proceedings involving environmental claims for sanctions against ISP by governmental
authorities other than those which ISP reasonably believes will result in monetary sanctions (exclusive of inerest and
costs) of less than $100.000:

The Texas Natural Resource Conservation Commission (“TNRCC™)} has filed an amended adininistrative
enforcement petition with respect to ISP's Texas City, Texas manufactaring facility seeking a civil penalty of
$601,200 for alleged violations of TNRCC financial assurance requirements, a faslure to complete closure of regu-
lated waste units in accordance with closure plan schedules and improper maintenance of two waste container storage
areas. ISP is currently contesting the alieged violations and, at the request of TNRCC, trial of this matter has been
postponed indefinitely. Although no assurance can he given, ISP believes that the ultimate civil penalty. if any, will be
substantially lower than the amount sought,

A settlement has been reached, subject to final documentation, with regard to an administrative complaint filed
by the Kentucky Natural Resources and Environmental Protection Cahinet against ISP's Calven City, Kentucky
manufacturing facility, alleging violations of Kentucky air quality regulations, pursuant to which setilement 1SP
would pay a penalty of $195.000.

Asbestos Litigation Against GAF

GAF has advised ISP that, as of December 31, 1994, GAF had been named as a defendant in approximately
48.00K) pending lawsuits involving alieged health claims relating to the inhalation of asbestos fiber, having resolved
approximately 182.000 other lawsuits involving similar claims, and as a co-defendant in approximately 16 pending
lawsuits alleging economic and property damage or other injuries in schools or public and private buildings caused. in
whole or in part. by what is claimed to be the present or future need to remove ashestos material from those premises.

The reserve of GAF and G-1 Holdings for asbestos bodily injury claims. as of December 31, 1994, was approxi-
mately $458.3 million (hefore estimated present value of recoveries from products liability insurance policies of
approximately $212.9 million and related deferred tax benefits of approximately $92.2 million), GAF and G-I Hold-
ings have advised ISP that certain components of the asbestos-related liability and the related insurance recoveries
have been reflected on adiscounted basis in their financial statements, and that the aggregate undiscounted liability as
of December 31, 1994 before estimated recoveries from products liabifity insurance policies, was $518 million,

GAF's and G-1 Holdings™ estimate of liability for asbestos claims is based on the Setdement described helow
becoming effective and on assuinptions which relate, among other things, to the number of new cases Eled, the costof
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resolving (either by settlement or litigation or through the mechanism established by the Settlement) pending and
future claims, the realization of relined tax benefits. the favorable resolution of pending litigation against certain
insuriance companies and the amount ol recoveries frlom virious insurance companies.

On January 15, 1993, the members of the Center [or Claims Reselution (the “CCR™), a non-profit organization
of asbestos defendants including GAF, entered into a class-action settlement agreement (the ™ Settlement™ ) to resolve
all future asbestos bodily injury claims (other than cliims of those persons who “opted out™ of the class by January
24, 1994} against GAF and other members of the CCR. The Seulement, if effective, would operate to limit GAF’s
Hability for future asbestos claims to persons who do not “opt out” of the Settiement by placing a dollar limit on
awards and a limit on the number of claims that will be paid to such persons inany one year over the first ten years of
the Settlement, On August 16, 1994, the United States District Court in Philadelphia approved the Settiement holding
that the terms of the Settlement are fair to the class as a whole. The favorable resolution of certain insurance-related
litigation is acondition to the effectiveness of the Setdement, Itis anticipated that atleast some of those who objected
1o the Setdement will appeal this decision. While it ts impuossible to predict with certainty the outcome of any appeal.
GAF has advised ISP that it helieves that the decision will be affirmed.

GAF and G-I Holdings have advised ISP that they believe that their reserves, which reflect the discounting of a
portion of the liabilities. adequately reflect their asbestos-related liabilities. GAF and G-1 Holdings have also advised
ISP that they anticipate that substantially all the payments in connection with GAF's and G-1 Holdings” liability relat-
ing to ashestos bodily injury claims will be made by the end of the year 2004, and that, while they are unable to esti-
mate the amount of Liability with respect to claims to be resolved after such period, they believe that GAF will resolve,
prior 10 that time, substantiatly all the court cases currently pending against it, and that it will further resolve substan-
tially all the claims filed under the Settlement on a relatively current basis, so that the number of claims pending
against GAF al the end of such period will be substantially diminished from current levels. GAF and G-I Holdings
have advised ISP that, as a result of these and other factors. they believe that the resolution of any claims after such
period will not have a material adverse effect on their respective financial positions or results of operations.

Neither ISP nor the assets or operations of ISP, which was operated as a division of a corporate predecessor of
GAF prior 10 July 1986, have been employed in the manufacture or sale of asbestos products. ISP believes that it
should have no legal responsibility for damages in connection with asbestos-related claims, but ISP cannot predict
whether any such claims will be asserted against it or the outcome of any litigation related to such claims. In addition,
should GAF be unable to satisty judgments against it in ashestos-related lawsuits, its judgment creditors might seek to
enforce their judgments against the assets of GAF, including its indirect holdings of common stock of ISP, and such
enforcement could result in a change of control of ISP,

Item 4, Submission of Matters to a Vote of Security Holders

No matiers were submitted 10 a vote of securily holders in the fourth quarter of 1994,
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Executive OfTicers

The following table sets forth the name, age, position and other information with respect to the executive officers
of ISP and the executive officers and directors of ISP Chemicals and ISP Technologies.

Present Principal Occupation or Employment

Name and Position Hekd(1) Age and Five-Year Employment History

Samuel . Heyman ... _............... 56  Mr. Heyman has been a director. Chairman and Chief

Carl R. Eckardt

Mark A. Bucksiein

Director. Chairman and
Chief Executive Officer,
International Specialty
Products Inc.

President and Chief
Operating Officer,
International Specialty
Products inc.

Executive Vice President,
General Counsel and
Secretary, International
Specialty Products Inc.

---------------

Executive Officer of ISP since its formation
and Chief Executive Officer of [SP Chemicals and ISP
Technologies since November 1991. Mr. Heyman has
been Chairman and Chief Executive Officer of GAF,
G Industries and certain of its subsidiaries since April
1989, prior to which he held the same position with
GAF's predecessor (the “Predecessor Company™)
from December 1983 to April 1989. He has been
Chairman of GCC and its predecessor since July 1984
and Chairman and a director of BMCA since its
formation. He is also the Chief Executive Officer,
Manager and General Partner of a number of closely
held real estate development companies and partner-
ships whose investments include commercial reat
estate and a portfolio of publicly traded securities.

64 Mr. Eckardt has been a director of ISP since its formation

and has been President and Chief Operating Officer of
ISP; and Chief Operating Officer of ISP Chemicals and
ISP Technologies since January 3, 1994, Mr. Eckardt
was Executive Vice President—Corporate Develop-
ment of ISP from its formation 10 January 2, 1994, Mr,
Eckardt has been a director and Executive Vice
President—Corporate Development of GAF since
April 1989 and held the same position with the
Predecessor Company from January 1987 1o April
1989. Mr. Eckardt has been an Executive Vice
President of G-I Holdings since March 1993, Mr.
Eckardt was Presidemt of GCC and the Predecessor
Company’s chemicals division from 1985 10 1987. Mr,
Eckardt was a Senior Vice President—Worldwide
Chemicals and Senior Vice President—International
Chemicals of the Predecessor Company from 1982 to
1985 and 1981 to 1982, respectively. Mr. Eckardt
Joined the Predecessor Company in 1974,

S5 Mr. Buckstein has been a director, Executive Vice

10

President, General Counsel and Secretary of ISP, G-1
Holdings, GAF, G Industries and certain of its
subsidiaries, including ISP Chemicals and ISP
Technologies, since August 1, 1993, and has been a
director and Executive Vice President of BMCA since
its formation. From July 1992 to April 1993, he was
Executive Vice President of the American Arbitration
Association. From February 1986 to June 1992, he was
a director, Senior Vice President, External Affairs and
General Counsel of Trans World Airlines, Inc.
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Name and Pasition Held(1}) Age
James PRogers ... ... ..ot 44
Senior Vice President—
Finance, Intermational Specialty
Products Inc.

JamesJ.Conway ....................
Senior Vice President
and General Manager,
Specialty Derivative
Chemicals, International
Specialty Products Inc.

James]. Swupp ... ... .. .. ... ... 51
Senior Vice President—
Human Resources,
International Speciaity
Products Inc.

Richard B.Olsen .................... 48
Senior Vice President
and Chief Financial
Officer, International
Specialty Products Inc.

Present Principal or Employment
and Five-Year Employment History

Mr. Rogers has been Senior Vice President-Finance of

ISP, ISP Chemicals and ISP Technologies and has heen
Senior Vice President and Chief Financial Officer of

G-1 Holdings, GAF and certain of its subsidiaries since
November 1, 1993, Mr. Rogers has also served as
Treasurer of G-1 Holdings, GAF and certain of its
subsidiaries since March 1992, was Vice President of
such corporations from March 1992 to Cctober 31,
1993 and was Treasurer of ISP, ISP Chemicals and ISP
Technologies from March 1992 through December
1994. He has been a director and Senior Vice President
of BMCA since its formation. From August 1987 o
March 1992, Mr. Rogers was Treasurer of Amphenol
Corporation., a manufacturer of electronic connectors.

Mr. Conway has been Senior Vice President and General

Manager, Specialty Derivatives of 1SP since January
1993, He has held the same position and has been a
director of ISP Technologies since January 1993, From
March 1991 to November 1992, he was President of the
Specialty Products Group of Hoechst Celanese
Corporation (“*HCC™), From April 1990 to March
1991, Mr. Conway was Executive Vice President of the
same business of HCC. From January 1989 to March
1991 he was Vice President and General Manager of
HCC's Engineering Plastics Division of the Advanced
Materials Group and from November 1986 to January
1989 he was General Manager of such division.

Mr. Strupp has been Senior Vice Presidenti—Human

Resources of ISP since May 1991 and Senior Vice
President—Human Resources of ISP Chemicals and
ISP Technologies since June 1991. From 1987 10 May
1991 he was Executive Vice President and Partner with
Bastion Industries. Mr. Swupp was Vice President
-—Human Resources of the Predecessor Company from
1984 to 1987.

Mr. Olsen has been Senior Vice President and Chief

Financial Officer of ISP, ISP Chemicals and ISP
Technologies since November 1993, prior to which he
was Vice President—Finance and Purchasing of ISP,
ISP Chemicals and ISP Technologies since June 1991,
He was Vice President, Finance of GCC from April
1989 1o November 1993 and heid the same positions
with the Predecessor Company from June 1986 1o
April 1589,

(1) Under ISP’s By-laws, each director and executive officer continues in office until ISP's next annual meeting of
stockhoiders or until a successor is elected and qualified.
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PART 11

Item 5. Market for Registrant’s Common Equity and Related Stockholder Maiters

The information contained in the Annual Report under the heading **Market for Common Stock™ is incorpo-
rated by reference herein,

Item 6. Selected Financial Data

The information contained in the Annual Report under the heading ** Selected Financial Data™ is incorporated by
reference herein,

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The information contained in the Annual Report under the heading **Management’s Discussion and Analysis of
Financial Condition and Results of Operation™ is incorporated by reference herein,

Item 8. Financial Statements and Supplementary Data

The following financial statements and supplementary data contained in the Annual Report are incorporated by
reference herein,

Annual Report
Pape Number
Report of Independent Public Accountants ... ....... ..ol 38
Consolidated Statements of Income for the three years ended
December 31,1994 . e i 20
Consolidated Balance Sheets as of December 31,1993 and 1994 .. .. ............. 21
Consolidated Statements of Cash Flows for the three years ended
December 31, 1904 i e 22-23
Consolidated Statements of Stockholders™ Equity for the three years ended
December 31, 1994 i e e e 24
Notes to Consolidated Financial Statements ........ ... o iiiiiiiiniinnns. 25-37
Supplementary Data (Unaudited):
Quarterly Financial Data (Unaudited) ........ .. i iiiniiine.. 39

item 9. Disagreements on Accounting and Financial Disclosire

None.

PART IIl

Item 10. Directors and Executive Officers of Registrant

The Information relating to the directors of ISP to be contained in the Proxy Statement under the heading “Elec-
tion of Directors™ is incorporated by reference herein. For information related to the Executive Officers of ISP, 1SP
Chemicals and ISP Technologies, see “Executive Officers™ in Part 1 of this repor.

Item 11. Executive Compensation

The information to be contained in the Proxy Statement under the headings “Compensation of Executive
Officers of the Company™ and *“Election of Directors™ is incorporated by reference herein.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The information to be contained in the Proxy Staement under the heading Security Ownership of Certain
Beneficial Owners and Management™ is incorporated by reference herein,
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Item 13. Certain Relationships and Related Transactions

The information to be contained in the Proxy Statement under the captions **Election of Directors™ and Certain
Transactions™ is incorporated by reterence herein.

PART IV

Item 14. Exhibits, Financial Statemeni Schedules and Reports on Form 8-K
The following documents are filed as part of this report;
(a}l) Financial Staiements:

Financial statements of 1SP are incorporated by reference 10 1SP's Annual Report 10 Stockholders for the fiscal
year ended December 31, 1994, See list on page 12 herein.

(a)(2) Financial Statemenr Schedules:

The following supplementary financial information is filed in this Form 10-K and should be read in conjunction
with the financial statements in the Annoal Report.

Page Number
in this
Form 10-K
INTERNATIONAL SPECIAL PRODUCTS INC,

Report of Independent Public Accountants on Schedules for the years

ended December 31, 1992, 1993 and 1994 . . .. .. . L. 5-1
Consolidated Financial Statement Schedules:

Schedule [I—Valuation and Qualifying Accounts ... ........coeeieiearan.n, 5-2
Supplementary Financial Information—Guarantor Financial Daga . ................ 5-3—5-6

Schedules, other than those listed above. are omitted because of the absence of the conditions under which they

are required or becavse the reguired infonnation, where material. is shown in the financial statements or the notes
thereto,

(e)(3) Exhibits
{a) The following documents are filed as part of this report:

3.1 —Certificate of Incorporation of ISP (incorporated by reference to Exhibit 3.1 1w ISP’s Registration
Statement on Form S$-1, wegistration number 33-40337 (the “Company Stock Registration
Statement™)).

32 —By-laws of ISP (incorporated by reference o Exhibit 3.2 to the Common Stock Registration
Statement).

3.3 —Certificate of Incorporation of ISP Chemicals (incorporated by reference to Exhibit 3.3 w ISPs
Registration Statement on Forin S-1, regiswration number 3344862 (the “9% Note Repistration
Staement™ ).

34 —By-laws of ISP Chemicals (incorporated by reference to Exhibit 3.4 10 the 9% Note Registration
Stuement).

35 —Centificate of Incorporation of ISP Technologies (incorporated by reference to Exhibit 3.5 10 the 9%
Note Registration Statement).

3.6 —By-laws of ISP Techaologies (incorporated by reference to Exhibit 3.6 w the 9% Note Registration
Statement).

4 —Indenwre, dated as of March 1, 1992 relating o ISP’s 9% Senior Notes due March 1, 1999
(incorporated by reference o Exhibit 4 to the 9% Note Registration Statement),

10.1 —Management Agreement. dated as of March 3. 1992 {*“Management Agreement™), among GAF, G-1
Holdings. G Indusuies. ISP. GAF Building Materials Corporation and GAF Broadcasting
{incorporzted by reference to Exhibit 10,5 10 ISP’s Form 10-K for the year ended December 31, 1997).

13
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10.2 —Amendment No, | dated as of Janvary 1, 1994 w the Management Agreement (incorporited by
reference to Exhibit 10,10 to ISP’s Form 10-K for the year ended December 31, 1993).

10.3 — Amendment No. 2, dated as of May 31, 1994, w the Management Agreement (incorporated by
reference to Exhibit 10.1 to ISP's Form 10-Q for the quaricr ended July 3., 1994).

104 —Amendment No, 3 1o the Management Agreement dated as of December 31, 1994,

10.5 — Amended and Restated Tax Sharing Agreement, dited as of March 3. 1992, among GAF Corporation,
G Industries Corp.. ISP and certain subsidiaries of ISP, and Amendment Agreement No. | 1o the Tax
Sharing Agreement dited as of July 23, 1992 (incorporated by refercnce to Exhibit 10.3 to ISP's Form
10-Q} for the quarter ended October 2, 1994),

10,6 —Non-Qualified Retirement Plan Letter Agreement (incorporated hy reference to Exhibit 10,11 10 [SP's
Registration Statement on Form 8-1, Registration No. 33-40337).*

10,7 —I18P Amended and Restated 1991 Incentive Plan for Key Employees (incorporated by reference to
Exhibit 10.13 to the Registration Statement on Form S-4 of G-1 Holdings (Registration No. 33-72220)
(the ““Discount Notes Registration Statement™).*

10.8 —Agreement, dated July 30, 1993, between ISP and Carl R. Eckardt. (incorporated by reference o
Exhibit 10.16 to the Discount Notes Registration Statement).*

10.9 — Agreementdated October 5, 1992 between James J. Conway and Imernational Specialty Products Inc.*

10.10—Form of Maintenance Agreement between ISP and ISP Chemicals (incorporated by reference to
Exhibit 10.18 to the 9% Note Registration Statement).

H).11—Form of Assignment and Assumption Agreement between G Industries and ISP (incorporated by
reference to Exhibit 10.19 to the 9% Note Registration Statement),

10.12—Form of Assignment and Assumption Agreement among ISP, ISP Chemicals and ISP Technologies
(incorporated by reference to Exhibit 10.20 10 the 9% Note Registration Statement).

H).13—Form of Intercompany Term Note of ISP payable w the order of ISP Chemicals (incorporated by
reference to Exhibit 10.21 w the 9% Note Registration Statement).

10.14 —Form of Intercompany Term Note of ISP payable to the order of ISP Technologies (incorporated by
reference to Exhibit 10.22 to the 9% Note Registration Statement).

10.15—Fonmn of Intercompany Revolving Note of ISP payable (o the order of 1SP Chemicals (incorporated by
reference to Exhibit 10.23 to the 9% Note Registration Statement).

10.16 —Form of Intercompany Revolving Note of ISP payable to the order of ISP Technologies (incorporated
by reference to Exhibit 10.24 to the 9% Note Registration Statement).

13— Annual Report to Stockholders for the year ended December 31, 1994, which except for the portions
thereof which are expressly incorporated by reference herein, is furnished for the information of the
Commission and shall not be deemed filed.

21 —Subsidiaries of 1SP and ISP Chemicals; ISP Technologies has no subsidiaries.
23 —Consent of Arthur Andersen LLP,

* Management and/or compensation plan or arrangement,

(b} Reports on Form 8-K
No reports on Form 8-K were filed in the fourth quarter of 1994,
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its hehalf by the undersigned, thereunto duly authorized.

INTERNATION PE TY PRODUCTS INC.
By

Mark A. Buckstein
Executive Vice President,

General Counsel and Secretary

Date: MarchX0, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March30, 1995, by the following persons in the capacities indicated.

ature Title

Chairman of the Board of Directors

Samuel Y. HZ J and Chief Executive Officer
M President and Chief Operating Officer; Director

Carl R. Eckardt
W\.ﬁﬂ\ Executive Vice President, General Counsel
U Mark A. Buckstein and Secretary; Director
LE Senior Vice President and Chief Financial Officer
Richard B. Olsen

Director
Harrison J. Goldin
Director
Charles M. Diker
Director
Sanford Kaplan
Director
Burt Manning
Vice President and Controller
/Vlmﬁ\than H. Stern (Principal Accounting Officer)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant hax
duly caused this report to be signed on its behalf by the undersigned. thereunto duly authorized.

INTERNATIONAL SPECIALTY PRODUCTS INC.

By

Mark A. Bucksteln
Executive Vice President,
General Counsel and Secretary -

Date: March30, 1995

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 20, 1995, by the following persons in the capacities indicated.

Signature Twie
Chairman of the Board of Directors
Samuei J. Heyman and Chief Executive Officer

President and Chief Operating Officer; Director

Carl R. Eckardt

Executive Vice President, Génera] Counsel
Mark A. Buckstein and Secretary; Director

Senior Vice President and Chief Financial Officer

Director
Director

Charles M. Diker
Director

Sanford Kapian
Director

Bart Manning
Vice President and Controller
Jonathan H. Stern (Principal Accounting Officer)

15
G-I_EPA0008843



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

INTERNATIONAL SPECIALTY PRODUCTS INC.

By

Mark A. Bucksteln
Executlve Vice President,
General Counsel and Secretary -

Date: March30. 1995

Pursuant to the requirements of the Securiies Exchange Act of 1934, this report has been signed on
March 30, 1995, by the following persons in the capacities indicated.

Siguature Thie
Chairman of the Board of Directors
Samuel J. Heyman and Chief Executive Officer

President and Chief Operating Officer: Director

Carl R. Eckardt

Executive Vice President. General Counsel
Mark A. Buckstein and Secretary; Director

Senior Vice President and Chief Financial Officer

Richard B. (lsen

Director

Harrison ). Goldin

o DA -

Charles M. Diker

Director
Sanford Kaplan
Director
Burt Manning
Vice President and Controller
Jonathan H. Stern (Principal Accounting Officer)
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SIGNATURES

Pursuant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Regisirant has
duly caused this report to be signed on its behalf by the undersigned. thereunto duly aothorized.

INTERNATIONAL SPECIALTY PRODUCTS INC.

By

Mark A. Bockstein
Executive Vice President,
General Coonsel and Secretary

Date: March 30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934. this report has been signed on
March 20, 1995, by the following persons in the capacities indicated.

Sigmature Tithe
Chairman of the Board of Directors
Samuel J. Heyman and Chief Executive Officer

President and Chief Operating Officer: Director

Cari R. Eckardt
Executive Vice President. General Counsel
Mark A. Buckstein and Secretary; Director
Senior Vice President and Chief Financial Officer
Richard B. Olsen

Director
Harrisom |, Goldin
/] Director
Charles M. Diker
L Director
Janford Kaplan v
Director
Buart Manning
Vice President and Controller
Jonathan H. Stern {Principal Accounting Officer)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on i1s behalf by the undersigned. thereunto duly authorized.

Date: March 20, 1995

-

INTERNATIONAL SPECIALTY PRODUCTS INC.

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary

Pursnant to the requirements of the Securities Exchange Act of 1934, this repori has been signed on
March 30, 1995, by the following persons in the capacities indicated.

Signature

Samuel J. Heyman

Carl R. Eckardt

Mark A. Buckstein

Richard B. Oisen

Harrison ). Goldin

Charles M. Diker
Samford Kapilan
_BAML “/W
Burt Manniag (

Jomathan H. Stern
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Chairman of the Board of Directors
and Chief Executive Officer

President and Chief Operating Officer; Director
Executive Vice President, General Counsel

and Secretary; Director

Senior Vice President and Chief Financial Officer
Director ]

Director

Director

Director

Vice President and Controller
(Principal Accounting Officer)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly cansed this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP CHEMICALS INC.
By /7’

Mark A. Buckstein
Executive Vice President,

General Counsel and Secretary

Date: March 30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March, 30,1995, by the following persons in the capacities indicated.

ature Tl_tle
Chief Executive Officer
Samuel'J. Heyman
w ZA/ President and Chief Operating Officer

Carl R. rdt

Executive Vice President, General Counsel
and Secretary; Director

Mark A.Bucksteln

Senior Vice President and Chief Financial Officer

Richard B. (Msen

/AA) Principal Accounting Officer
Sunlithan H. Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly cansed this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP TECHNOLOGIES INC.
By

Mark A. Buckstein
Executive Vice President,

General Counsel and Secretary

Date: March30, 1995

Pursoant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the following persons in the capacities indicated.

Title

Chief Executive Officer

Samuel J Heyman
Mihmf Operating Officer

(_arl R. Eckardt

&E’M /{Q”““\ " President and Director

Jam:

Executive Vice President, General Counsel
” Mark A. Buckstein ™" and Secretary; Director

WL Senior Vice President and Chief Financial Officer

Richard B. Olsen

Principal Accounting Officer

onathan H. Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalt by the undersigned, thereunto duly anthorized.

ISP (PUERTO RICQ) IN
By

/ Mark A. Buckstein

Executive Yice President,
General Counsel and Secretary

Date: March 30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the following persons in the capacities indicated.

ature Title

Chief Executive Officer

Samuet ¥. Heym

a0
w Mhmf Operating Officer

Carl R. Eckardt

\ (\‘&u"‘ President and Director

‘James M. Pot
Executive Vice President, General Counsel
ﬂ Mark A. Buckstein and Secretary; Director
W\, Senior Vice President and Chief Financial Officer
Richard B. Olsen
Principal Accounting Officer
Jonatban H. Stern
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SIGNATURES

Pursnant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed o its behalf by the undersigned. thereunto duly authorized.

ISP ENVIRO SERVICES INC.
By
Mark A. Buckstein
Executive Vice President,

Geeneral Counsel and Secretary

Daic: March 20, 1995

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed on
March3Q, 1995, by the following persons in the capacities indicated.

Si Title

Chief Executive Officer

Samuel J. Heyman

M R (_'/
P | President and Chief Operating Officer; Director

Cart R. Eckardt

Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director

m—‘ Senior Vice President and Chief Financial Officer

" Richard B. Olsen

—M»a Principal Accounting Officer
onathan H. Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report o be signed on its behalf by the undersigned, thereunto duly anthorized.

ISP FILTERS INC.
By

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary

Date: March 30, 1995

Purspant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the fpllowing persons in the capacities indicated.

hature Title

Chief Executive Officer

Samuel J. Heyman

% M President and Chief Operating Officer

(.arIR

Executive Vice President, Generat Counsel
Mark A. Bucksteln and Secretary; Director

/f %.« Senior Vice President and Chief Financial Officer

Richard B. Olsen

Principal Accounting Officer

v ! Jonathan H. Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant hay
duly caused this report 10 be signed on its hehalf by the undersigned, thereunto duly anthorized.

ISP GLOBAL TECHNOLQGIES INC.
By

Mark A. Buckstein
Executive Yice President,
General Counsel and Secretary

Date: March'20, 1995

Purspant (o the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 3P, 1995, by the follpwing persons in the capacities indicated.

Chief Executive Officer

Samuel J. Heyman

-
% LD Chief Operating Officer

Carl R. Eckardt

\Mw— President and Director

William H. Baum

% Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director

/W\—’ Senior Vice President and Chief Financial Officer

" Richard B. Olsen

W\ Principal Accounting Officer
¢ Jonathan'H, Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly cansed this report to be signed on its behalf by the undersigned, thereunto duly anthorized.

ISP INTERNATIONAL CORP.
By

Mark A. Buckstein
Executive Vice President,

(xeneral Counsel and Secretary

Date: March30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the following persons in the capacities indicated,

ature Title

Chief Executive Officer

Samuel J. Heyman

W M Chief Operating Officer

Carl R. Eckardt
m President and Director
William H. Baum
Executive Vice President, General Counsel
//hrk A. Buckstein and Secretary; Director
PRrmers Senior Vice President and Chief Financiat Officer

Richard B. (Msen

Principal Accounting Officer

J an H. Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the Registurant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP INVESTMENTS ;
By
Mark A. Buckstein
Executive Yice President,

General Counsel and Secretary

Date: March 30 1995

Pursuant to the requirements of the Securitics Exchange Act of 1934, this report has been signed on
March 20, 1995, by the following persons in the capacities indicated.

Title

Chief Executive Officer

Samuel J. Heyman

-7/4 W Chief Operating Officer

Carl R. Eckardt

%ék Executive Vice President, General Counsel

ﬂ Mark A. Buckstein and Secretary; Director

% . Senior Vice President and Chief Financial Officer

Richard B, {(Msen

Principal Accounting Officer

Jonathan H. Stern
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP MANAGEMENT ZOMPANY, INC.
By

J Mark A. Buckstetn
Exccutive Vice President,
General Counsel and Secretary

Date: March30, 1995

Pursnant (0 the requirements of the Securities Exchange Act of 1934, this report has been signed on
March™30, 1995, by the following persons in the capacities indicated.

ture Title

Chief Executive Officer

Samuel ). Heyman

W M President and Chief Operating Officer; Director

Carl R. Eckardt

W Executive Vice President, General Counsel

U Mark A. Buckstein and Secretary; Director

/W—\ Senior Vice President and Chief Financial Officer

Richard B. Olsen
M Vice President and Controller
/ 7T Jonathan H. Stern (Principal Accounting Officer)
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SIGNATURES

Pursuant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP MINERAL PRODUCHE); INC.
By ) % i £ ; -

Mark A. Buckstein
Executive Yice President,
General Counsel and Secretary

Date: March 20 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 20, 1995, by Lthe foljowing persons in the capacities indicated.

Sifefiure Title

Chief Executive Officer

Samuel ). Heyman

/M Q J Chief Operating Officer

Carl R. Eckardt
Executive Vice President, General Counsel
Mark A- Buckstein and Secretary; Director
m Senior Vice President and Chief Financial Officer
" Richard B. Olsen

Principal Accounting Officer

Jonathan H. Stern
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SIGNATURES

Pursnant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized,

ISP MINERALS INC

. WA

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary

Date: March30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the following persons in the capacities indicated.

Si Title

Chief Executive Officer

Samuel J. Heyman

_Cﬂ g u-—ﬂ’ Chief QOperating Officer

Car] R. Eckardt

Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director

l?
/(%ﬂz_,\_ Senior Vice President and Chief Financial Officer

" Richard B. Olsen

Principal Accounting Officer

'onathan H. Stern
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SIGNATURES

Pursuant t the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its hehalf by the undersigned, thereunto duly authorized.

ISP REAL ESTATE CO Y, INC.
By

Mark A. Buckstein
Executive Vice Preskient,
General Counsel and Secretary

Date: March 30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the follpwing persons in the capacities indicated.

Tille

‘ﬁ

Chief Executive Officer

Samuel J. Heyman

—% g é/\-—v"j— President and Chief Operating Officer

Carl R. Eckardt

Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director

/M‘*— Senior Vice President and Chief Financial Ofticer

Richard E. (Msen

Principal Accounting Officer
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP REALTY conmz'nom
By

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary

Date: March 30, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the follpwing persons in the capacities indicated.

Si Title

Chief Executive Officer

Samuel J. Heyman

Lot
% M_/D’OD President and Chief Operating Officer

Carl R. Eckardt

Executive Vice President, General Counsel
U Mark A. Buckstein and Secretary; Director

W Senior Vice President and Chief Financial Officer

Richard B. Olsen

Principal Accounting Officer
Jonathan H. Stern
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SIGNATURES

Pursuant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

VERONA INC.

By

Mark A. Buckstein
Exccutive Vice President,
G

reneral Counsel and Secretary

Date: March 2Q 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March %0, 1995, by the following persons in the capacities indicated.

Signature Title

ottty
Chief Executive Officer

Samuel J. Heyman

W ﬁ{ M//(;":residem and Chief Operating Officer

Carl R. Eckardt

Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director

m Senior Vice President and Chief Financial Officer

Richard B. Olsen

Principal Accounting Officer

Jonathan H. Stern
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SIGNATURES

Pursuant to the requiresnents of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

BLUEHALL CORPORATION
By '
ﬂ Mark A. Buckstein

Executive Vice President,
General Counsel and Secretary

Date: March 20, 1995

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on
March 30, 1995, by the following persons in the capacities indicated.

sdgnature Title
]1 "‘_“' Chief Executive Officer

Samuel J. Heyman

W M President and Chief Operating Officer

Cari R. Eckardt

Executive Vice President, General Counsel
/ Mark A. Buckstein and Secretary; Director

/W“ Senior Vice President and Chief Financial Officer
lchard B. Olsen
WA Principal Accounting Officer

" Jonathan H. Stern
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ARTHUR ANDERSEN LLP

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDULES

To International Specialty Products Inc.:

We have audited in accordance with generally accepted auditing standards, the financial
statements included in International Specialty Products Inc.'s annual report to stockholders and
incorporated by reference in this Form 10-K and have issued our report thereon dated March 13,
1995. Our audit was made for the purpose of forming an opinion on those statements taken as a
whole. The schedule and supplementary financial information listed in the index on page 13 of
this Form 10-X are the responsibility of the Company’s management and are presented for
purposes of complying with the Securities and Exchange Commission's rules and are not part of
the basic financial statements. This schedule and the supplementary financial information have
been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, fairly state in all material respects the financial data required to be set forth
therein in relation to the basic financial statements taken as a whole,

Mﬂ«.&cﬂ

ARTHUR ANDERSEN LLP

Roseland, New Jersey
March 13, 1995

S1
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INTERNATIONAL SPECIALTY PRODUCTS INC.

VALUATION AND QUALIFYING ACCOUNTS

Year Ended December 31, 1994

SCHEDULEII

{Thousands)
Balance Charged to Balance
January 1, Costs and December 31,
Description 1994 Expenses Deductions 1994
Valuation and Qualifying Accounts Deducted
from Assets to Which They Apply:
Allowance for doubtful accounts . ........... $2.313 $ 325 $ 346() $2.292
Reserve for inventory market valuation . . ... .. 8.991 7.052 6412 9.631
Year Ended December 31, 1993
(Thousands)
Balance Charged to Ralance
January 1, Casts and December 31,
Description 1993 Expenses Deductions 1993
Valuation and Qualifying Accounts Deducied
from Assets to Which They Apply:
Allowance for doubtful accounts . ........... $2.105 $ 392 $ 184(a) $2,313
Reserve for inventory market valuation . . .. ... 5.872 5.142 2,023 8.991
Year Ended December 31, 1992
(Thousands)
Balance Charged to Balance
January 1, Costs and December 31,
Description 1992 Expenses Deductions 1992
Valuation and Qualifying Accounts Deducied
from Assets to Which They Apply:
Allowance for doubtful accounts .. .......... $2.221 $ 311 $ 427(a) 32,105
Reserve for inventory market valuation . . .., ., 3,389 3.748 1,265 5.872

Note:
(@) Represents write-offs of uncollectible accounts net of recoveries.

5-2
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INTERNATIONAL SPECIALTY PRODUCTS INC,
SUPPLEMENTARY FINANCIAL INFORMATION
GUARANTOR FINANCIAL DATA (for the Issuers and the Subsidiary Guarantors)

The 9% Senior Notes discussed in Note 7 to Consolidated Financial Statements contained in the Annual Repont
were issued by ISP Chemicals Inc, and ISP Technologies Inc., domestic subsidiaries of the Company (the “Issuers™).
and are guaranteed by the Company and all of its domestic subsidiaries (the **Subsidiary Guarantors™). Presented
below is combined condensed financial information for the Issuers and the Subsidiary Guarantors. which together are
interdependent and with their subsidiaries constitute all of the domestic subsidiaries of the Company. This financial
information should be read in conjunction with the Company’s consolidated financial statements and related notes
included in the Annual Report. Financial information for the Company's foreign subsidiaries. including its invest-
ment in GAF-Hiils. is reflected in the following financial information by the equity method of accounting.

COMBINED CONDENSED STATEMENTS OF INCOME

For the Issuers and the Subsidiary Guarantors

Year Ended December 31,

1994 1993 1992
(Millions)

Net Sales oo e i ei e, $441.6 34004 $423.0
Costs and expenses:

Costofproductssold ................ ... ... ..., 3w 276.0 274.4

Selling. general and administrative _..... . ... ... .. ..., 77.0 81.6 B2.R

Provision for restructuning .. ... ... ... e, — 1.6 —

Goodwiliamortization ...............iiiiiiiinnnn. .. 134 13.9 13.7

Total costsandexpenses .......... ... ...... ... ... 400.3 381.1 3709

Operating income . .. ... ... L e, 41.3 193 52.1
LT .0 ) T (28.6) (24.4) (30.1)
Equity in income from foreign subsidiaries and 50% owned

JOINVENIUTE .. ... o . e, 39.4 310 413
Otherincome, NeL. .. ... ... ittt 143 2¢.9 15.7
Income before income taxes, extraprdinary itemn and

cumulative effect of accounting change ... ... ... ... ... .. 66.4 46.8 794
HICOMEBAXES . i et i e it e (20.7) (17.2) (21.8)
Income before extraordinary item and cumulative effect

of accounting change . . ... ... ... e 457 296 572

Extraordinary item, net of related income tax benefit ............ (1.2) — —
Cumulative effect of change in accounting for postretirement

henefits other than pensions. net of related income

tax henefit — — 3.

............................................. 445 $ 206 $ 501

Net income
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INTERNATIONAL SPECIALTY FRODUCTS INC.
SUPPLEMENTARY FINANCIAL INFORMATION

GUARANTOR FINANCIAL DATA (for the Issuers and the Subsidiary Guarantors) (Continued)

COMBINED CONDENSED BALANCE SHEETS

For the Issuers and the Subsidiary Guarantors

ASSETS

Current Assets:
Cash and investments in trading securities . ......ooive v,
Investments in available-for-sale secunities ... .. ... .. ... i,
Accounts receivable, et ... ... e e i
VIO S o ottt ittt ten e nrae e te e et ne s
Other CUITENE ASSELS .+ . v v vt ittt it er o e e a e ema e caecam e cetaaananns

Tota]l CHITENt ASSELS . ..ottt itiin s iiiner st rararrnsnrarans
Property. plantand equipment, net ......... . oot
Excess of cost over net assets of businesses acquired. net .................
Advances to and equity in investment in foreign

subsidiaries and 50% owned jointvenare ......... ... . i i,
OheT ASSEIS L . o oot ittt ittt e e et o e ey

ot ASSEIS .. ... ittt it e et a e

LIABILITIES AND STOCKHOLDERS” EQUITY
Current Liabalities:
Short-termndebt . ... e
Current maturities of long-termdebt . ..., ... .. o i,
Loan payable torelated Pamty . ... ... i i i
Accountspayable .. .. ... .. e e e
Accrued liabilities ... ... ... i e it
Payable torelated parties. net . ... ... .. .. i i i ii e
Total Current Liabilities . ..............ooiiiiiiiiiiienat..
Long-term debt less cumentmaturities . ...........viiiniennenenananns
Long-term note payable torelated party ...t
Deferred InCOMe taXES ... .ot iiiie ittt iieareianearierannnns
Other Liabilitics

sS4

December 21,
1994 1993
{Millions)

3 526 3 728
14.6 —

9.0 3.4

73.7 713

9.8 12.5
159.7 160.0
451.5 4499
4437 457.1
1344 123.9
29.7 24.2
$1,219.0 $1.215.1
 J— $ 127
0.9 (.7

41.3 66.8
326 26.0
36.5 310

i3 16
114.6 146.8
2854 367.7
91.7 —_
73.0 92.5
71.9 74.1
582.4 534.0
$1219.0 $1215.1
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INTERNATIONAL SPECIALTY PRODUCTS INC,
SUPPLEMENTARY FINANCIAL INFORMATION

GUARANTOR FINANCIAL DATA (for the Issuers and the Subsidiary Guarantors) (Continned)

COMBINED CONDENSED STATEMENTS OF CASH FLOWS

For the 1ssuers and the Subsidiary Guarantors

Year Ended December 31,

19%4 1993
{Millions)
Cash and cash equivalents, beginning of year .................... $72.8 5 707
Cash provided by operating activities:
[ R T 1 1 =2 U 445 296
Adjustments to reconcile net income 1o net cash
provided by operating activities:
Depreciation .. ... .. ... . e 30.6 268
Goodwillamortization ................... ..o iieao.... 134 139
Cumulative effect of acconnting change .................. — —
Provision forrestructuring ......... ... ... . iiiiiia.. — 7.6
Deferred income taxes ... ... ... ...coimiiii i, (16.5) (13.2)
(Increase) decrease in working capitalitemns ... ... ... . ... (0.0} (5.6)
Change in advances 1o and equity in investment in
foreign subsidiaries und 50% owned joimt venture ..., . ..., (10.5) 10.7
(Increase) decrease in net receivable from/payable
torelated Parties . .. .. .. i e i e, (0.2) 10,2
Change in cumulative translation adjustment ... .., .......... 8.3 {6.3)
Other, MEL ... i ii ittt ie i enanaans (8.3) 4.4
Net cash provided by operating activities ... ... ......... 607 78.1
Cash used in investing activities:
Capital expenditures and acquisitions .. .................. ... (29.2) {54.0)
Designation of securities as available-for-sale ......_... e (16.3) —
Net cash used in investing activities ..................c.00..... (45.5) {54.0)
Cash provided by (used in) financing activities:
Proceeds (repayments) from sale of accounts receivable . ........ (L1) 243
Proceeds from termination of interest rate swap agreemenis . . .. .. - 25.1
Increase (decrease) in short-termdebt ... ..o .o oLl oL, (12.8) 12.7
Increase (decrease) in long-termdebi,net ... ... ... .......... (&3.0) (125.8)
Increase in loans fromrelated party . .......... ..., 66.3 463
Financing feesand expenses .. ... ... it (0.4) 0.2)
Dividends .. ... i e e {(5.0) (5.0)
Repurchases of commonstock . ... ... .o ol L, (0.3) —
L T 09 0.6
Net cash provided by (used in) financing activities ... ........... (354) (22.0)
Net change in cash and cash equivalents .. ........_._........... (202) 2.1
Cash and cash equivalents.endof year ............ ... ... ... $526 $ 728

1992

&0
)
—

50.1

239
13.7
7.1

6.8
(14)

(11.7)
(3.0)
(10.2)

(6.4)
62.9

(61.4)

(61.4)

&
~J
=
~
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INTERNATIONAL SPECIALTY PRODUCTS INC.
SUPPLEMENTARY FINANCIAL INFORMATION
GUARANTOR FINANCIAL DATA (for the 1ssuers and the Subsidiary Guarantors) (Continued)

The advances w and equity in investiment in toreign subsidiaries and S0% owned joint venture and the related
eyuity in income from foreign subsidiaries and 50% owned joimt venture include the net assets and operating results,
respectively, of the Company’s wholly owned foreign subsidiaries and its 50% owned joint venture, GAF-Hiils,
Domestic operating income includes $32. 1. $25 and $24. | million of profits on sales made by the Company s domes-
tic subsidiarics to its foreign-based subsidiaries for 1994, 1993 and 1992. respectively. Profits earned on sales to the
foreign-based subsidiaries which were included in the foreign-based subsidiaries’ inventories at the end of each
period have been eliminated from domestic operating income and from advances to and equity in investment in
forcign subsidiaries.

Dividends received from foreign-based subsidiaries and GAF-Hiils aggregated $59.8, $43.9 and $36.1 million
for 1994, 1993 and 1992, respectively.

S-6
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EXHIBIT INDEX

Exhibits Description Page

3.1 —Certificate of Incorporation of ISP (incorporated by reference to Exhibit 3.1 1o ISP’s Registration
Statement on Form S-1. registration number 33-40337 (the “Company Stock Registration
Statement ™)),

3.2 —By-laws of ISP (incorporated by reference to Exhibit 3.2 to the Common Stock Registration
Statement). ’

3.3 —~Cenificate of Incomporation of ISP Chemicals (incorporated by reference to Exhibit 3.3 to ISPs
Registration Statement on Fonm $-1, registration number 33-44862 (the ‘9% Note Registration
Statement™)).

34 —By-laws of ISP Chemicals (incorporated by reference to Exhibit 3.4 to the 9% Note Registration
Statement).

3.5 —Cerificate of Incorperation of ISP Fechnologies (incorporated by reference to Exhibit 3.5 to the 9%
Note Registration Statement).

3.6 —By-laws of ISP Technologies (incorporated by reference to Exhibit 3.6 to the 9% Note Registration
Statement),

4 —Indenture, dated as of March 1. 1992, relating to ISP's 9% Senior Notes due March 1, 1999
(incorporated by reference to Exhibit 4 to the 9% Note Registration Statement).

10.] —Management Agreement, dated as of March 3., 1992 (*“Management Agreement’”), among GAF, G-]
Hoidings. G Industrics. ISP, GAF Building Materials Corporation and GAF Broadcasting
(incorporated by reference to Exhibit 10,5 to ISP's Form 10-K for the year ended December 31, 1993).

10.2 —Amendment No. 1 dated as of January 1. 1994 10 the Management Agreement (incorporated by
reference w Exhibit 10,10 to ISP’s Form 10-K for the year ended December 31, 1993).

10.3 —Amendment No. 2, dated as of May 31, 1994, to the Management Agreement (incorporated by
reference to Exhibit 10.1 o 1SP’s Form 10-Q for the quarter ended July 3., 1994),

104 —Amendment No. 3 to the Management Agreement dated as of December 31, 1994,

1.5 — Amended and Restated Tax Sharing Agreement, dated as of March 3, 1992, among GAF Corporation,
G Industries Corp.. ISP and certain subsidiaries of ISP, and Amendment Agreement No, 1 to the Tax

Sharing Agreement dated as of July 23. 1992 (incorporated by reference to Exhibit 10.3 10 ISP’s Form
10-Q for the quarter ended October 2, 1994).

10.6 —Non-Qualified Relirement Plan Leiter Agreement (incorporated by reference to Exhibit 10,11 to ISP’s
Registration Statement on Form 8- 1, Registration No, 33-40337).*

10,7 —ISP Amended and Restated 1991 Incentive Plan for Key Empioyees (incorporated by reference o
Exhibit 10.13 1o the Registration Statement on Form S-4 of G-1 Holdings (Registration No. 33-72220)
(the ““Discount Notes Registration Statemenyt™ ). *

10.8 —Agreement, dated July 30, 1993, between ISP and Carl R. Eckardt. (incorporated by reference to
Exhibit 1{%16 to the Discount Notes Registration Statement) *

10.9 — Agreement dated October 5. 1992 between Janes J. Conway and Intemational Specialty Products Inc.*

10.10—Furm of Maintenance Agreement between ISP and ISP Chemicals (incorporated by reference to
Exhibit 10.18 to the Y% Note Registration Statement).

10.11 —Form of Assignment and Assumption Agreement between G Industries and ISP (incorporated by
reference to Exhibit 10.19 to the Y% Note Registration Statement).
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Exhibits Description Page
10.12—Fonn of Assignment and Assumption Agreement among ISP, ISP Chemicals and ISP Technologies
(incorporated by reference 10 Exhibit 10.20 to the 95% Note Regisiration Statement).

10.13— Form of Intercompany Terin Note of ISP payable to the order of ISP Chemicals (incomporated by
reference to Exhibit 10.21 10 the 9% Note Registration Statement).

1{). 14 —Form of Intercompany Term Note ol ISP payable to the order of ISP Technologies (incorporated by
reference to Exhibit 10.22 1o the 9% Note Registration Statement).

10.15 —Form of Intercompany Revolving Note of ISP payable to the order of ISP Chemicals (incorporated by
reference to Exhibit 10.23 to the 9% Note Registration Statement).

10. 16 —Form of Intercompany Revolving Note of ISP payable to the order of ISP Technologies (incorporated
by reference to Exhibit 10.24 to the 9% Note Registration Statement).

13— Annual Report to Stockholders for the year ended December 31, 1994, which except for the portions
thereof which are expressly incorporated by reference herein, is furnished for the information of the
Commission and shall not be deemed filed.

21  —Subsidiaries of ISP and ISP Chemicals: ISP Technologies has no subsidiaries.
23 —Consent of Arthur Andersen LLP,

* Management and/or compensation plan or arrangement.
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EXHIBIT 10.4
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AMENDMENT

AMENDMENT No. 3, dated as of December 31, 1994, to AMENDED
AND RESTATED MANAGEMENT AGREEMENT dated as of March 3, 1992 (the
"Agreement®), as previously amended by Amendments dated as of
January 1, 1994 and May 31, 1994, among GAF Building Materials
Corporation ("Building Materials"), GAF Broadcasting Company,
Inc. ("Broadcasting"), GAF Corporation ("GAF"), G-I Holdings
Inc. (“Holdings"), G Industries Corp. ("Industries"), Merick
Inc. ("Merick"), GAF Chemicals <Corporation ("Chemicals"),
Building Materials Corporation of America, as assignee of
Building Materials ("BMCA"), and International Specialty
Products Inc. (the "Company”), all of which are Delaware
corporations.

WHEREAS, in accordance with Section 8 of the Agreement, the
parties have agreed to increase the management fees payable by
BMCA, Broadcasting, Holdings and Chemicals to the Company under
the Agreement, effective January 1, 1995, in order to reflect
increased costs to the Company of providing services thereunder;

WHEREAS, the parties desire to extend the term of the
Agreement;

NOW, THEREFORE, the parties hereby amend the Agreement as
follows:

1. Section 1 of the Agreement is hereby amended to extend
the Term until December 31, 1995.

2. Section 3 of the Agreement is amended, effective
January 1, 1995, to read in its entirety as follows:

"In consideration of the Company providing Services
hereunder, each of the corporations listed below shall
pay to the Company a management fee (the “"Management
Fee") at the following respective annual rates: BMCA-
$3,601,520; Holdings-~ $520,000; Chemicals~ $260,000;
and Broadcasting- $145,736. The Management Fee shall
be payable quarterly in arrears.m"

3. In all other respects, the Agreement shall remain in
full force and effect.
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IN WITNESS WHEREOF, the parties have executed this
Agreement on the day and year first above written.

GAF BROADCASTING COMPANY, INC.

e =

Name:| Randalll D. Bongarten
Title: President, General
Manager

GAF CORPORATION

G-I HOLDINGS INC.

G INDUSTRIES CORP.

MERICK INC.

GAF CHEMICALS CORPORATION

GAF BUILDING MATE CORPORATION

By:

Name: | Mark A Buckstein

Titlefj Executive Vice President

and General Counsel

amt .ma3

BUILDING MATERIALS
CO: RATION OF AMERICA

N :
itle:

INTERNATIONAL SP
PRODUCTS INC.

John H.
Preside

Berge;
t apé

Chief Ekecxdtive

Officer

77

o

Name:
Title:

Ccarl R.

Eckardt

President and
Chief Operating

Officer
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EXHIBIT 10.9
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INTERNATIONAL SPECIALTY PRODUCTS
1361 Alps Road Wayne NJ 07470

THOMAS C. BOHRER | Tel: (201) 628-3390
President Fax: (201) 628-3992
October 5, 1992

o

James J. Conway
2100 Sutton Spring Road
Charlotte, NC 28226

Dear Jim:

I am pleased to confirm our offer and (with your

countersignature to this letter) your acceptance of the

position of Senior Vice President, Specialty Derivatives, of ;
International Specialty Products Inc. ("ISP"), reporting to

me. This offer is contingent upon approval of your

appointment and this Agreement by the ISP Board of Directors.

Mr. Samuel J. Heyman will recommend to the Board that your
appointment and this Agreement be approved.

The details of our understanding are as follows:

1. Bage Salary. Your initial base salary will be
$210,000 per year, which is a monthly rate of $17,500. Your
salary will be reviewed on an annual basis.

2. Incentive Compensation. You will be eligible to
participate in ISP's Executive Incentive Compensation ("EICY)
program. You will be paid EIC at the same time as EXIC is paid
to other participants in the ISP EIC program. With respect to
EIC:

(a) For 1992, you will receive a pro rata portion of an
annual award of $87,187. Thus, and as an example, if vou
commence your employment with ISP on November 1, 1992, your
EIC for 1992 will be up to $14,600. However, if you receive a
full 1992 bonus from your current employer, ISP will have no
bonus commitment to {ou for 1992, Later commencement of
employment will result in a proportionate downward adjustment
of the pro rata amount.

(b) For 1993, you will have an opportunity to earn
an EIC award of up to 920% of your base salary, with a
gquaranteed EIC of $50,000.
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(c} For years 1994 and thereafter, your EIC will be
based on your performance, as well as the performance of ISP.

3. Stock Options. Samuel J. Heyman will recommend to
the Compensation and Pension Committee of the Board of
Directors (the “Committee®)} that:

“ (a) At the first meeting of the Committee after the
commencement of your employment, you be granted non—-qualified
options to purchase. 50,000 shares of ISP's common stock under
the terms of the ISP 1991 Incentive Plan for Key Employees
(the "Plan”). A copy of the Plan as currently in effect is
attached to this Agreement. Thereafter, you will be eligible
for additional awards under the Plan, but there is no
guarantee that you will be awarded options in any given year.

(b} The options granted to you pursuént to Section
3(a) above will be exercisable for nine years from their date
of grant. i

4, Pension. Subject to clauses (b)(ii) and (d) below,
you will be eligible to receive from ISP an annual pension
benefit (the "Pension") of up to $100,000 per year and if you
die while receiving a pension and leaving a surviving spouse,
your spouse will be entitled to receive for her life an annual
payment equal to 100% of the portion of the Pension that you
were receiving immediately prior to your death. Your right to
receive the pension; the amount of the Pension to which you

will be entitled:; and the method of payment of the Pension are
as follows:

{a) sSubject to clauses (b)-(d) below, the Pension
will vest in accordance with the following schedule:

Amount Vested on

Date Such Date
September 15, 1998 $ 50,000
September 15, 1999 60,000
September 15, 2000 70,000
September 15, 2001 80,000
September 15, 2002 90,000
September 15, 2003 100,000

_2—
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(b) Notwithstanding clause {a) above:

(i) Should you, at any time prior to September
15, 1998, die, become permanently disabled (such disability to
be determined in accordance with then existing policy), or
otherwise leave the employ of ISP for any reason, no pension
w;}l be payable to you, your spouse or your estate, as the
cace may be.

(ii) Should you die after September 15, 1998,
but prior to the termination of your employment with ISP, and
if you die 1eav1ng a surviving spouse, your spouse will be
entitled to receive for her life an annual payment of the
portion of the Pension in whlch you were vested on the date of
your death. _

(c) Notwithstanding clause (a) above, in the event,
on or after September 15, 1998, during your employment with
ISP you are permanently disabled {such disability to be
determined in accordance with then existing policy), you will
be entitled to receive payment of the portion of the Pension
in which you are vested at the date of such permanent
disability on the first day of the month following the month
in which such permanent disability occurs.

(d) Notwithstanding clause (a) above, if your
employment with ISP is terminated for cause after September
15, 1998, ISP in its sole discretion may declare all or any
portion (whether vested or unvested) of the Pension
forfeited. For purposes of this Agreement, “cause" will mean
{x} your conviction of a crime involving moral turpitude or
(y) in carrying out your duties on behalf of ISP, your
commission of an act of willful or gross misconduct.

{e) Amounts due to you and/or your spouse under
this Section 4 will be paid to you, in the sole discretion of
ISP, in annual, semi-annual, quarterly or monthly installments
commencing on the first day of the month following the month
in which your employment with ISP terminates.

(£) You understand that ISP will have no obligation
to fund the Pension in order to make any payments under it.

. 5. Medical, Dental and Life Insurance. For all periods
during yocur employment with ISP during which you are currently

covered by or eligible to participate (whebiremmsnissess without
cost to you) in medical, dental, group life insurance and

retiree medical, dental or group life insurance plans and/or ,a[afﬂlr

Bt
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programs maintained by Hoechst Celanese Corporation
(hereinafter "HCC") you agree to be covered by such HCC plans
and/or programs and you will waive your right to participate
in such plans and/or programs maintained by ISP. For any
periods during which you are not currently eligible to
participate in any such plans and/or programs maintained by
HCC, you will be eligible to participate in ISP medical,
déntal and group life insurance and retiree medical, dental
and group life insurance plans and/or programs in the same
wanner and to the same extent as other ISP executives.

6. Other ISP Benefit Plans. You will be eligible to
participate in all other ISP benefit plans, including
long-term disability, business travel accident, and the GAF
Corporation Capital Accumulation Plan ("GAFCAP"), in the same
manner and to the same extent as other ISP executives.

7. . Relocation. Within eighteen months after the first
day of your employment by ISP, you will relocate your
principal residence to a location in New Jersey within 35
miles of 1361 Alps Road, Wayne, New Jersey. ISP will reimburse
you for the following reasonable out-of-pocket expenses you
incur in connection with such relocation: legal fees; a real
estate commission of not in excess of 6% in connection with
the sale of your current residence in Charlotte, North
Carolina; mortgage application, survey, appraisal and similar
fees; up to 3 "points"™ in connection with the securing of a
mortgage for any new residence; moving expenses (of a moving
company selected by ISP): and other incidental costs of such
relocation. 1In addition, to the extent that, in selling your
Charlotte, North Carolina residence, you receive less than the

QHTﬁéxle_agp-niutd-v.%ue for that residence, (as determined by two
#itc &~ independent appraisers - one your choice, one ISP's choice)
upon presentation of documentation of such loss reasonably
satisfactory to ISP, ISP will reimburse you for up to $75,000
of such loss. To the extent that any expense or other payment
qﬁ’q” pursuant to this paragraph 7 is not deductible by you on your
tax return, ISP will fully gross up any payments made to you
1{4% in order that you will have no tax liability for such expense
l4ﬁM1v or payment.

B. Bridge Toan. In the event you have not closed the
sale of your Charlotte, North Carolina residence by the date
on wh@ch you close the purchase of your New Jersey residence,
ISP will lend to you, at ISP's cost of borrowing money, up to
$350,000 to enable you te close the purchase of your New
Jersey residence (the "Bridge Loan"). The Bridge Loan will be

: payable, together with the interest on it, at the earlier of
six months from the closing date of your New Jersey home or
f‘w Shomdiamewmwivimlh you close the sale of your Charlotte, North
Carolina residence, :

>

‘$U0 HRFL
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In the event at the end of such six-month period, you_have not
closed the sale of your Charlotte, North Carolina residence,
you will have the right to extend the Bridge Loan, on a
month-to-month basis, until the earlier of 12 months from the
closing date of your New Jersey residence or the date on which
you close the sale of your Charlotte, North carclina
residence. In no event will the Bridge Loan extend beyond 12
months from the date you close the purchase of your New Jersey
residence.

9. Temporary Living Expenses. ISP will provide you
with up to $3,000 per month for temporary living expenses,
trips home and other related costs for a period not to exceed
eighteen (18) months from your date of hire.

10. Company Automobile. ISP will provide you with a
leased automobile for yvour business and perscnal use in
accordance with company policy and Internal Revenue Service
regulations.

11. Vacation. You will be entitled to four weeks of
paid vacation per year. '

12. Business Travel. Within the United States, all
business travel by air will be coach class. Overseas business
travel will generally be business class, except that you may
travel first class on trips to Asia, Australia and other
countries within the Pacific rim.

13. Involuntary Termination Other Than For Cause. In
the event your employment with ISP is terminated involuntarily
at any time other than for cause, ISP will continue to pay you
your then base salary, on a semi-monthly basis, from the last
date of your employment until the last day of the applicable
severance period (the “Severance Period"):

Termination Date Severance Period
On or before November 15, 1993 Twelve months

After November 15, 1993 Period then applicable
to ISP executive
. officers generally

If at any time during the Severance Period you accept new
employment at a base salary equal to or higher than your base
salary on the date of termination of your employment by ISP,
the payments pursuant to this Section 13 will cease at the

-5-—
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effective date of such new employment. If at any time during
the Severance Period you accept new employment at a base
salary less than that in effect on the date of the termination
of your employment by ISP, the payments pursuant to this
Section 13 will be reduced by that amount. If you are not
eligible to participate in HCC's medical and dental plans
during all or any part of the Severance Period, you will be
elgglble to participate in ISP's medical and dental plans
under the same terms as applicable to active employees of ISP
unless you commence - new employment during the Severance
Period, in which event such eligibility will terminate on the
first day of such new employment; however, during the
Severance Period you will no longer be eligible to participate
in GAFCAP and ISP will not provide, and you will not be
eligible for, life insurance, long term disability, business
travel accident or any other insurance or to participate in
any other benefit plans that ISP provides or makes available

to its employees.
14. HNoncompetition. You acknowledge that, as an ISP jéhjb;tz:

executive, you will have access toQ confidentialhusiness and QTCEE)
technical infdrmatio including but no imited €

secrets any proprletary iow-how, of B&T In consjgde i
the oblig > i A\greegent, you
tha's - pition for an
nte Perl l)r o{]"iv
1thout

ntNty, wi
engage i ~ wie Period
withoufXIsP's priorsritten consegy, ISP may, iA~its sole
discretioh,, and ip-ad@ition to agrfy other remedies it may have
at Taw or in“equdty, terminate/any further ghbligation to make
any payment or“reimbursement contemplated By this Agreement.

. 1
you do

15. - Commencement of Employment. You agree to use your
best efforts to commence your employment with ISP on or before
November 9, 1992; however, in no event will you commence your
employment with ISP any later than November 16, 1992.

16é. No Contract of Employment. You acknowledge that
nothing in this Agreement creates any obligation on the part
of ISP to continue to employ you in any capacity; rather, you
are an employee at will and your employment by ISP may. be
terminated at any time with or without cause, provided,
however, that following such termination ISP will remain
responsible for any obligations ISP has assumed in this
Agreement as a result of the termination of your employment.

—-G—-
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I am excited that you will be joining the organization. We
are confident that you will play a key hands-on leadership
role and will make an invaluable contribution to ISP's future
success.

Sincerely,

j?mwe Ca@S‘QM

Thomas C. Bohrer

AGREED AND ACCEPTED:

/Conway
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International Specialty Products is
one of the world’s premier specialty
chemicals companies. The Company has
approximately 2,400 employees at more
than 70 locations, including
manufacturing facilities, research
laboratories, and sales and customer
service offices throughout the world,
serving customers in 89 countries.

The Company manufactures four
major groups of products - specialty
derivative chemicals, mineral granules,
filter products and advanced materials —
holding a significant market share in
each of these principal product groups.

ISP produces more than 300
specialty derivative chemicals, which
have a broad range of applications,
encompassing such markets as
pharmaceuticals, hair and skin care,
plastics, agricultural, coatings and
adhesives. The Company’s products,
while often representing a relatively
small portion of customers” production
costs, generally constitute key
ingredients in the end products in which
they are used. The business is
characterized by an emphasis on
technology, research and development,
marketing and customer service. The
Company believes it has been able to
sustain its market share positions for its
specialty derivative chemicals by
establishing and maintaining long-term
relationships with its customers and

working closely with them to develop
chemicals tailored to their specific needs.

ISP’s mineral products business
manufactures ceramic colored roofing
granules, which are produced from rock
deposits that are mined and crushed at
the Company’s three quatries and
colored using a proprietary ceramic
coating process. The Company’s granules
are sold primarily to the North American
roofing industry for use in the
manufacture of asphalt roofing shingles,
for which they provide weather
resistance, decorative coloring, heat
deflection, and increased weight.

The Company manufactures filter
products, consisting of pressure filter
vessels, filter bags and filter systems
designed for the treatment of process
liquids primarily in the paint,
automotive, chemical, pharmaceutical,
petroleum and food and beverage
industries.

ISP manufactures a variety of
advanced materials, consisting of high-
purity carbonyl iron powders which are
used in a variety of advanced technology
applications for the aerospace and
defense, electronics, powder metallurgy,
pharmaceutical and food and beverage
industries.

ISP’s stock is traded on the New
York Stock Exchange under the symbol
“15P”.
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(Thousands, except per share amounts) 1994 1993 1992

Net sales $ 600,047 $ 548,252 $ 570,757
Operating income $ 99,245 $ 65,091 $ 107,664
EBITDA @ $ 147,313 $ 116,916 $ 155,693
Income before income taxes, extraordinary item

and cumulative effect of accounting change $ 72484 $ 49,823 $ 85,782
Income before extraordinary item

and cumulative effect of accounting change $ 45752 $ 29,558 $ 57182
Net income _ $ 44,515 $ 29,558 $ 50,113
Earnings per common share:

Income before extraordinary item :

and cumulative effect of accounting change  $ 46 $ 30 $ 57
Net income $ 45 $ 30 $ 50

(0 EBITDA represents earnings before income taxes, extraordinary item and cumulative effect of accounting change, increased
by interest expense, depreciation and goodwill amortization.

About the Company Inside Front Cover
Financial Highlights 1
Chairman’s Message 2
Review of Operations 8
Financial Review 14
Board of Directors and Corporate Officers 40
Company Facilities Inside Back Cover
Shareholder Information Inside Back Cover
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FELLOW SHAREHOLDERS:
1994 was a significant turnaround year

for ISP, one in which the Company not only
increased its operating income by more than
25% compared with 1993 but began to
register more consistent quarterly operating
results, with four consecutive quarters of
increased year-to-year operating income.
More importantly, as a result of a
significantly improved managerial
performance at all levels of the Corporation,
as well as favorable industry trends affecting
a number of the Company’s businesses, ISP
entered 1995 with considerable forward
momentum, thereby enabling us to look
forward, barring unforeseen events, to
continued double-digit increases this year in
operating income and earnings per share,
and quite possibly in sales as well.

1994 FINANCIAL RESULTS

For the 12-month period ended
December 31, 1994, income, before
extraordinary charges of $1.2 million (one
cent per share) relating to the refinancing of
the Company’s bank debt, was $45.8 million
(46 cents per share) compared with $29.6
million (30 cents per share) in 1993.

1994 operating income was $99.2 million,
an increase of more than 25% over 1993’s
$78.9 million (prior to a $13.8 million charge}
with sales for the year reaching $600 millicn,
a 94% increase over sales of $548.3 million in
1993. Higher 1994 results were attributable to
increased sales, especially with respect to
specialty derivative products, and lower

e e e e A P R S S

Samuel J. Heyman

selling, general, and administrative expenses,
partially offset by lower gross profit margins
due principally to sharply escalating raw
materials costs in the fourth quarter.

Operating income in both 1994 and 1993
was reduced by noncash charges of $21.9
million and $22.4 million, respectively,.
resulting from goodwill amortization ($13.4
million in 1994 and $13.9 million in 1993) and
stepped-up depreciation ($8.5 million in both
periods), associated with the acquisition of
the Company’s parent, GAF Corporation, ina
1989 management-led buyout. Without such
noncash charges, operating income would
have been $121.1 million and $101.3 million
for 1994 and 1993 (prior to the $13.8 million
charge), respectively.
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Given the magnitude of the Company’s
noncash charges, we are presenting for the
first time in this Annual Report EBITDA
(EBITDA represents earnings before income
taxes, extraordinary item and cumulative
effect of accounting change, increased by
interest expense, depreciation and goodwill
amortization) data on a current and historical
basis, which we believe serves as a helpful
tool for investors in assessing ISP’s financial
performance. In this connection, EBITDA for
1994 was $147.3 million compared with
$130.7 million in the prior year (prior to the
$13.8 million charge).

SIGNIFICANT DEVELOPMENTS

There were a number of developments
this past year which not only contributed to
the Company’s improved performance but
promise to play a meaningful role in what we
expect will be an even better year in 1995:
a marked improvement in competitive
conditions in the intermediates and solvents
. business; increased geographic penetration of
ISP’s specialty derivatives business around
the world; an aggressive new product and
application development program which
enabled ISP last year to come to market with
more than thirty new products and
applications; continued cost containment
efforts with particular emphasis this past
year on process improvements and other
manufacturing cost reductions; and the
strengthened financial position of the
Company as a result of the refinancing of
I5P’s $400 million revolving credit facility on

more attractive terms, together with the
continued reduction of both the Company’s
total debt and its ratio of net debt-to-total-
capitalization (now less than 37%).

(1) Improved Competitive Conditions
For Intermediates and Solvents Business

1994 marked a dramatic improvement in
the severe competitive conditions which have
adversely affected the Company’s
intermediates and solvents business since a
new, aggressive competitor entered the field
in 1991. Between that time and mid-1994, it
had succeeded in not only taking market
share from both ISP and our traditional
competitor, BASE, but so also severely
disrupting prices in the process. But now, as a
result of improved worldwide demand for
our intermediates and solvents products
coming principally, with respect to
intermediates, from PBT engineering plastic
producers for an increasingly widening range
of both automotive and electrical component
applications and, as for solvents, increased
demand for a number of existing and new
applications, together with a very strong
regulatory and customer-driven trend to
replace chlorinated, and other volatile,
solvents with ISP’s safer solvent, N-methyl
pyrrolidone (NMP), industry-wide capacity
utilization rates for these products have
substantially increased versus year-ago
levels. As a result, while butanediol (B1D)
and NMP prices had declined fairly
substantially from the beginning of 1992 to
mid-1994, higher capacity utilization rates,
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together with substantial raw materials price
increases, have enabled the Company to
implement worldwide price increases,
establishing B1D prices at levels not seen in
quite some time and reversing a significant
portion of the previous decline in NMP
prices. Moreover, further worldwide price
increases for both BID and NMP are expected
to be implemented in the second quarter.

Finally, demand for the Company’s
intermediates and solvents products is
expected to continue to increase over the
balance of the year. And while competitive
conditions in 1996 and beyond will depend
in large measure on future worldwide
demand for our customers’ end-use products,
we expect that the trends so plainly apparent
last year could well continue for some time
to come. )

(2) Geographic Expansion

An important development last year,
which I believe augers well for the growth of
our Company in 1995 and beyond, is the
continued emphasis of ISP’s specialty
derivatives business on increased geographic
penetration, with particular focus on the
Asia-Pacific and Latin American regions,
where sales increased over 1993 levels by 11%
and 34% and operating income by 23% and
46%, respectively.

In order to further the geographic
expansion of ISP's specialty derivatives
business, the Company opened last year new
sales and marketing operations, and/ 6r
added to the Company’s existing presence

where it could increase market penetration,

in more locations than in any comparable
period in the history of our business, with
operations having been opened anew or
substantially augmented in Beijing and
Guangzhou, China; Moscow; Buenos Aires;
Bombay; and Warsaw. In addition, with the
lifting of the Administration embargo last
February, ISP began sales early last year in
Vietnam. Moreover, the Company expects to
open new offices this year in Caracas,
Venezuela, Jakarta, Indonesia, and Chengdu,

ISP is increasing its geographic
penetration throughout the world not only
with the opening of new sales and marketing
operations but so also as a result of the
increased specialization of our sales force
along industry lines, the hiring of additional
technical staff to assist the Company’s sales
force, and a substantial increase this past year
in ISP’s sales staff, with the United States and
international sales forces up by 7% and 12%,
respectively. With the opening of three new
offices in 1995 and a plan to increase the
Company’s existing presence in other areas
where there are opportunities for greater
market penetration, further additions to I5P's
sales force will take place in 1995.

(3) New Products and Applications

ISP continued this past year its aggressive
new product and application development
program, which effort should play a part in
what we expect will be a year of strong sales
growth in 1995.
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Carl R. Eckardt, President and Chief Operating Officer

The Company has been particularly
active over the last year in the continued
development of its already extensive product

line for the hair care industry, where we think

we have particularly attractive opportunities
because of ISP's emphasis on environmentally-
friendly chemicals. In this regard, the
Company has been involved over the past
several years in an intensive effort to tailor its
family of products for the hair care industry
s0 as to enable its customers to meet stringent
regulatory requirements mandating reduction
of volatile organic compounds (VOCs), while
at the same time improving the performance
characteristics of these products in order to
satisfy consumer preferences. To this end,

ISP introduced last year a number of new
prodicts and applications for the hair care
industry, including the following:

Gantrez® A-425, an optimized, molecular
weight hair spray polymer, which, while
satisfying 80% VOC requirements, enhances
the performance characteristics of our current
Gantrez® products and provides for
formulations covering a wide range of
desired properties from natural to stiff feel, so
as to appeal to different consumer styles
which tend to vary from one region of the
world to another; Gafquat® HSi and PVP/Si-
10 silicone encapsulate products, which
combine ISP’s Gafquat® and PVP products
with silicone to provide a silky feel for use in
hair conditioners, shampoos, and mousses;
and Hold EP1, a versatile polymer for use in
low VOC or alcohol-free formulations for
hair sprays, mousses, and gels and designed
s0 as to satisfy a preference on the part of
certain consumers.

So also, the Company developed this past
year the next generation of ISP's very
successful Gafquat® product, a hair fixative
and shampoo conditioner which provides
even better holding characteristics and
improved conditioning properties, and it is
expected that the product will be launched
this year.

In addition to new products for the hair
care industry, ISP introduced last year a
whole host of other new products and
applications for use in the cosmetics, skin
care, household, industrial and institutional
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cleaners, agricultural, and oil and gas
industries, examples of which include the
following:

Stabileze® QM, a quick mix viscosity
enhancing polymer that provides desired
controlled thickening properties in skin and
hair care formulations; PVP K-30A, a
cosmetic grade PVP specifically designed for
skin care use in mascara and eye liners;
Cerasynt®IP-V and Cerasynt® SD-V,
vegetable-based emulsifiers for hair and skin
care; a family of PVP anionic copolymers,
with applications for a variety of personal
care, specialty industrial coatings, and
household, industrial, and institutional
cleaner uses; and a family of agricultural
adjuvant products, utilizing ISP’s new
proprietary microemulsion technology,
providing pesticides and other related
agricultural chemicals with greater
adherence, thereby improving performance
and reducing environmental risk.

PROSPECTS FOR 1995

While we were certainly disappointed
with the Company’s “92-"93 performance and
look back upon this now as a helpful “wake-
up call”, we are very encouraged by the
progress we made in 1994 although the
Company’s results, we believe, have not yet
begun to reflect the growth and profit
potential of ISP's businesses. While the
Company made progress on the operating
margin line this past year, one of our
principal objectives in 1995 will be gross

margin improvement which we expect to
achieve as a result of improved pricing,
increased manufacturing efficiencies, and
the sale of new products and applications
carrying higher profit contributions.

As a result of the significant steps the
Company took last year, we entered 1995
with positive forward momentum. In short,
we feel good about ISP's prospects for 1995,
and while we are not in the habit of making
earnings predictions, we would be
disappointed if the Company’s results this
year did not comfortably exceed record ‘91
earnings and, at the least, approach record
‘91 operating income (the Company having
registered in 1991 $50.6 million in earnings
and $121.9 million in operating income).

ACKNOWLEDGMENTS

The true test of the mettle of any
organization is not how well it does when
everything is going well but rather how it
performs when the chips are down and its
business is not performing in accordance
with expectations. In this respect, 1994 was
a critical year for our Company and its
management, and there can be little doubt
that the improved performance of our
employees at virtually every level of the
Company contributed in no small measure
to ISP’s turnaround this past year. As Chief
Executive, I am extremely proud of the
accomplishments of Carl Eckardt, ISP's
President and Chief Operating Officer, his
management team, and indeed of all our
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people. Moreover, I consider myself fortunate
to be assodiated with so many hard working,
dedicated, and loyal employees who
approach their responsibilities and share the
objectives of ISP's senior management with
such an extraordinary degree of intensity.

Not only am I delighted that these pages
afford me the opportunity to thank our
employees for their efforts this past year, but
1 would also express my appreciation to:

» ISP's customers, whose business we
depend upon, whose longstanding loyalty
we appreciate, and for whom we at ISP
constantly strive to reciprocate in our
dedication to providing products of the
highest quality at the most competitive prices.

* ISP’s Board of Directors for their
steadfast support and counsel and for their
policy decisions which have contributed to
steering a proper course for the Corporation
and providing a framework for management.

* ISP’s outside professionals, in legal,
financial, accounting, consulting, and other
related capacities who by alacrity of response,
commitment to our principles and viewpoint,
and cooperative endeavor have made
important contributions in areas critical to
the well-being of our Corporation.

ISP’s Board of Directors approved last
December the open market repurchase of up
to 1% million shares of the Company’s
common stock. While the repurchased shares
will be held for general corporate purposes,
the program was intended as well as an
expression by our Board not only of its
confidence in the future of our Company but
so also its belief that our shares remain
undervalued in the market.

Welook forward to reporting to you in
the coming year ISP’s continued progress.

Sincerely,

v

Samuel ]. Heyman
Chairman of the Board
and Chief Executive Officer

March 30, 1995
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International Specialty Products is one
of the world’s premier specialty chemicals
companies with a broad line of specialty
products, including specialty derivative
chemicals, mineral products, filter products,
advanced materials, and fine chemicals. The
Company has 17 domestic and international
manufacturing facilities, including <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>